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NOTICE

Thistechnical report does not necessarily represent final EPA decisions or positions.

It isintended to present technical analysis of issues using data that are currently available.
The purpose in the release of such reportsis to facilitate the exchange of
technical information and to inform the public of technical developments which
may form the basis for a final EPA decision, position, or regulatory action.



NOTICE

This guide was prepared pursuant to section 212 of the Small Business Regulatory
Enforcement Fairness Act of 1996 (“SBREFA”), Pub. L. 104-121. The statements in this
document are intended solely as guidance to aid you in complying with Control of Emission of
Air Pollution from New Motor Vehicles: Tier 2 Motor Vehicle Emission Standards and
Gasoline Sulfur Control Requirements (65 FR 6698, February 10, 2000). In any civil or
administrative action against a small business, small government or small non-profit organization
for a violation of the Tier 2 Motor Vehicle Emission Standards and Gasoline Sulfur Control
Requirements, the content of this guide may be considered as evidence of the reasonableness or
appropriateness of proposed fines, penalties or damages. EPA may decide to revise this guide
without public notice to reflect changes in EPA's approach to implementing this rule or to clarify
and update text. To determine whether EPA has revised this guide and/or to obtain copies,
contact EPA’s Small Business Ombudsman Office at www.epa.gov/sbo or 800-368-5888 or the
Office of Transportation and Air Quality at www.epa.gov/otaq or c¢/o Mr. Tad Wysor, 734-214-
4332.



http://www.epa.gov/sbo
http://www.epa.gov/otaq

Introduction

This document is intended to assist small businesses in complying with the
Environmental Protection Agency (EPA) rule commonly known as the “Tier 2 and Gasoline
Sulfur” program. The complete name of the rule is “Control of Emission of Air Pollution from
New Motor Vehicles: Tier 2 Motor Vehicle Emission Standards and Gasoline Sulfur Control
Requirements” and it can be found in the Federal Register for February 10, 2000 beginning on
page 6698 (65 FR 6698). Since the final rule was published, EPA has issued technical
amendments to correct and clarify several aspects of the rule. (See
http://www.epa.gov/otag/tr2home.htm and click on “Final Rulemaking Documents” for the rule,
the technical amendments, and related information.)

This program establishes more protective tailpipe emissions standards for all passenger
vehicles, including sport utility vehicles (SUVs), minivans, vans and pick-up trucks. The new
standards are required beginning with the 2004 model year. This regulation marks the first time
that SUVs and other light-duty trucks—even the largest passenger vehicles—are subject to the
same set of national pollution standards as cars.

In the same program, EPA established much more stringent requirements for sulfur in
gasoline that will ensure the effectiveness of the highly-efficient emission-control systems that
the new vehicles will use. Most refiners will respond to these sulfur standards by adding new
equipment to remove sulfur from their gasoline production.

When the new tailpipe and gasoline sulfur standards are implemented, Americans will
benefit from the clean-air equivalent of removing 164 million cars from the road. New passenger
vehicles will be 77 to 95 percent cleaner than those on the road today and gasoline sulfur content
will be 90 percent lower than gasoline today.

What Does the Tier 2 and Gasoline Sulfur Program Require?
For Vehicles...

For companies that produce new vehicles (or convert vehicles to meet new-vehicle
emission standards), EPA administers a large program that assures that these vehicles are
certified to meet the appropriate emission standards in effect at the time they are sold and
continue to meet the standards on the road for the useful life of the vehicle. In general, the new
Tier 2 program will not affect the overall vehicle emission compliance program. What will
change is the emission levels themselves, which are significantly more stringent than today’s
standards.

While establishing more stringent emission requirements, the Tier 2 program also
includes several provisions to provide flexibility and ease compliance. An averaging system will
allow vehicle makers to certify vehicles at more than one emission level so long as their overall
production meets a low average emission level (including 0.07 gram per mile for nitrogen
oxides). Also, during the early years of the program, a phase-in program will allow higher
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corporate average emissions while manufacturers move toward the final standards.

Small companies that certify vehicles tend not to mass produce new vehicles but rather
convert existing vehicles to meet current standards or to meet current standards on a different
fuel. This market segment includes, for example, the companies that convert a vehicle purchased
in another country to meet U.S. standards or that convert a vehicle to run on alternative fuels.
The table below lists the small business criteria for vehicle manufacturers and converters. The
overall compliance program for vehicles has special provisions for small volume manufacturers
(regardless of whether or not they are small businesses according to the criteria below).

In addition, the new Tier 2 program includes a requirement that manufacturers begin to
phase in the production of Tier 2 compliant vehicles in 2004. However, the Tier 2 program also
allows small entities that certify vehicles to postpone any production of Tier 2 compliant vehicles
until the end of the phase-in period. This provision will allow these small entities the maximum
time to prepare for certification to the new stringent standards.

There are currently about 40-50 companies that have received Certificates of Conformity
or are likely to seek certification that we believe meet the small business criteria below. Our
compliance staff have been working individually and collectively with these businesses on issues
relating to the Tier 2 standards and broader compliance issues. If your business is considering
certifying new or newly-converted vehicles and has not already contacted EPA, please do so as
soon as possible at the contact number listed below.

For Gasoline Producers...

The new Gasoline Sulfur program will require refiners to produce gasoline at a much
lower sulfur level than today’s gasoline. After a short phase-in beginning January 1, 2004,
refiners will meet an average sulfur standard of 30 parts per million of sulfur and a per-gallon
sulfur cap of 80 parts per million.

For this program, refiners are defined as “small” if they have less than 1500 employees
company-wide and a total crude oil capacity of less than 155,000 barrels per calendar day (see the
table below). Refiners that meet these criteria will have a temporary gasoline sulfur requirement
that is less stringent, depending on its gasoline 1997-98 sulfur level. In order that low sulfur
gasoline reach the vehicles that need it, refiners and others in the distribution system have
gasoline testing, reporting, and record-keeping requirements, most of which is very similar to
those in the existing fuel programs.

EPA has approved “small refiner” status for 10 refiners and has been in contact routinely
with these companies individually and as a group during the development of the rule and since
the final rule was issued. In addition to using the materials in this Guide, we encourage these and
any other refiners, importers, and businesses that distribute and market gasoline to continue to
contact EPA with any questions or concerns (see the contact information below).

Who should use this Guide?



The table below gives some examples of entities that may have to comply with the
regulations and the criteria for deciding whether they qualify as “small.”

Industries Containing Small Businesses Potentially Affected by Today’s Rule

Industry NAICS? SICP Defined by SBA as a
Codes Codes Small Business If:*
Motor Vehicle Manufacturers |[336111 3711 <1000 employees
336112
336120
Alternative Fuel Vehicle 336311 3592 < 500 employees
Converters 541690 8931
336312 3714 <750 employees
422720 5172 < 100 employees

454312 5984 7549 || < $5 million annual sales
811198 8742

541514
Independent Commercial 811112 7533 7549 || < $5 million annual sales
Importers of Vehicles and 811198 8742
Vehicle Components 541514
Petroleum Refiners 324110 2911 <1500 employees*
Petroleum Marketers and 422710 5171 5172 | < 100 employees
Distributors 422720

NOTES

a. North American Industry Classification System

b. Standard Industrial Classification system

c. According to SBA’s regulations (13 CFR 121), businesses with no more than the listed number of employees or
dollars in annual receipts are considered “small entities” for purposes of a regulatory flexibility analysis.

d. For purposes of the Tier 2 and Gasoline Sulfur rule, the “small refiner” criteria also require that the refiner have a
crude capacity of less than 155,000 barrels per calendar day.

How do I obtain a copy of the rule?

You will find the complete requirements and flexibility provisions that apply to vehicle
manufacturers and converters and to refiners, distributors, and marketers of gasoline under the
Tier 2 and Gasoline Sulfur rule, as well as the more recent technical amendments to this rule, are
available electronically at the following web site:
http://www.epa.gov/otag/tr2home.htm under Final Rulemaking Documents. We encourage
companies involved in any of these businesses to use these documents as the ultimate guide to
compliance. See the contacts listed below for any questions or concerns.
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Where do I go for help?

A wide range of information about the Tier 2 and Gasoline Sulfur rule may be found at
the following web sites: http://www.epa.gov/otag/tr2home.htm and
http://www.epa.gov/otaqg/cert/dearmfr/dearmfr.htm. You can reach staff in EPA’s Office of
Transportation and Air Quality by telephone or email:

- For questions about compliance with the Tier 2 vehicle program: Mr. Russ Banush at
734-214-4925 or banush.russell@epa.gov.

- For questions about compliance with the Gasoline Sulfur program: Mr. Tad Wysor at
734-214 4332 or wysor.tad@epa.gov.

What does this Guide include?

Since the time the final rule was issued in early 2000, EPA has held several workshops,
published Question-and-Answer documents, and issued formal guidance letters relating to
compliance with this rule. In each of these presentations and documents, information of
particular interest to small businesses was highlighted and placed in the larger context of the
overall requirements that these entities are responsible for meeting. In a number of cases, EPA
formally addressed the issues in technical amendments to the rule (see web site reference above).
All of these materials are available at the web site listed above under

This Small Entity Compliance Guide compiles information from these workshops,
Question and Answer documents, and guidance letters. The material is organized into two main
categories reflecting the two main types of business that are subject to the Tier 2 and Gasoline
Sulfur rule: 1) small businesses that seek a Certificate of Compliance for newly manufactured or
converted light-duty vehicles or light-duty trucks, and 2) small refiners producing gasoline.
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Appendix A. Materials Relating to Compliance by Small Entities with the Tier 2 Vehicle
Emission Standards

- Tier 2 Exhaust and Evaporative Emission Standards, Industry/EPA Workshop, March 21,
2001

- Announcement of Independent Commercial Importer Workshop on March 27, 2002 1-4
pm at EPA and Guidelines for Certification, Fuel Economy and Final Entry of ICI
Vehicles (EPA Guidance Letter CCD-02-04, February 6, 2002)

See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Information from March 27, 2002 Independent Commercial Importer Workshop (EPA
Guidance Letter CCD-02-07, April 29, 2002)
See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Workshop Announcement for Alternate Fuel Converters (EPA Guidance Letter CCD-02-
02, January 11, 2002)

See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm

- Certification Guidance for Alternative Fuel Converters ( EPA Guidance Letter CCD-02-
12, August 29, 2002)
See http://www.epa.gov/otag/cert/dearmfr/dearmfr.htm
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Tier 2 Exhaust and Evaporative Emission

Standards
Industry/EPA Workshop
EPA Certification & Compliance Division

March 21, 2001 1-4 PM
Ann Arbor, Michigan

Tier 2 Quick Overview
Final rule published Feb 10, 2000 (65 FR 6698).
Technical Amendment signed Jan 19, 2001.

» Text available on EPA web site
Takes effect 2004-2009.
Focus: exhaust NOx.
— Provides large, early NOx reductions.
Views vehicles and fuels as a system.
Cuts gasoline sulfur from 300 to 30 ppm.
Cuts evaporative standards roughly in half.

Tier 2 Fundamentals

Apply same set of standards to all LDV & LDTs.
— Requires SUVs (<10,000 GVWR) meet light-duty standards

Spread burden across vehicles and fuels.
Provide significant & early NOx benefits to states.

Harmonize with Calif where possible.

Sulfur Standards
Phase In and Average NOx Standards



Full Life Exhaust Emission Bins

Footnotes to Bins Chart
Bin 11 applies only to qualifying MDPVs.
Higher NMOG,CO and HCHO values in bins 8, 9 and 10 apply
only to HLDT/MDPVs.
For bin 10, an optional NMOG of 0.280 applies only to
qualifying LDT4s and MDPVs
For bin 9, an optional NMOG of 0.130 applies only to qualifying
LDT2s.
Higher NMOG standard in bin 8 deleted after 2008.
“Qualifying” refers to manufacturers who bring in their HLDTs
and MDPVs in 2004 MY.
NMOG means NMHC for diesel vehicles.

Intermediate Life Exhaust Standards

Full life PM standards apply at intermediate life.

Bin 10 standards optional for diesels.

Intermediate standards optional for 150K certified test groups.
Temporary Bins 9,10 and 11 expire along with full life bins.

Interim Program Means End of NLEV and Tier

1

2004/2005 Leadtime issue for HLDTs and MDPVs
Diesel MDPVs can meet HDE standards through 2007.

MDPV: New Vehicle Category
86.1803-01; preamble pg 6749-51
Medium-Duty Passenger Vehicles (MDPV5s)

— Includes most Sport Utility Vehicles (SUVSs)
— Excludes work trucks.

MDPV = Heavy-Duty Vehicle w/GVWR <10,000

— Designed mostly for transportation of persons, exclude
* incomplete trucks



* vehicles seating more than 12 people
» vehicles designed to seat >9 people rearward of driver
* vehicles with cargo bed or box of 72.0” or more

Includes conversion vans

MDPV: New Vehicle Category
86.1803-01; preamble pg 6749-51

Get averaged with HLDTs in interim program

— Qualifying MDPVdiesels may be engine certified through 2007; ref
86.1811-04(1)(2)(xi)(3).

Cold CO, Evap, ORVR, CST, OBDII apply.

— SFTP does not apply.

In-use testing:

— Sustained severe use MDPVs may be excluded from in-use testing
(Preamble 6751).

— MDPVs which see less frequent towing & severe use are not exempt
from in-use testing.

MDPV: Engine-Certified Diesels
86.1811-04(D)(2)(xiii); 86.004-11(e); pre 6750
« About 5% of MDPVs are diesel
» Qualifying MDPVs can be engine certified through 2007 under
existing HDDE standards

— If the manufacturer meets the 25% phase-in requirement for
HLDT/MDPVs in 2004.
« If they are engine certified:
— Diesel MDPVs are excluded from HLDT/MDPYV fleet average NOx
calculations.

Full Useful Life
Notes:

A. Cold CO standards apply only for 5yrs/50K.
B. Extra Tier 2 NOx credits available for vehicles certified to
15yr/150K if they meet applicable intermediate life standards.
C. Optionally 10yr/100K for early Tier 2 LDV/LLDTsS; ref 1805-04(e); 86.1861-



04(c)(4) and Tier 2 Final Rule preamble, page 6745 .

Intermediate Useful Life

Notes:

A. No 50K standards for lowest bins (1-4).

B. 50K standards optional for Tier 2 vehicles certified to 15yr/150K
useful life.

C. 50K standards optional for diesels in bin 10.

Carryover/across Flexibilities

» Avoid spending resources on phase-out vehicles.
— Test fuel Pre 6792; 86.113, 213, 86.1844-01(e)(6)(i)

* Manufacturers may perform certification and in-use exhaust test results
on California Phase 11 fuel.

* EPA must use California Phase 11 fuel for certification and in-use exhaust
testing on interim vehicles carried over or across from NLEV or Calif
LEV-I vehicles.

— Altitude provisions. 86.1810-01(f)
 All interim vehicles can meet Tier 1 stds at altitude.
* Altitude requirements optional for interim MDPVs.
— Test weight provisions. Pre 6792
* LVW or ALVW testing allowed for interim HLDTS.

Phase-ins: How to Comply
86.1811-04(d),(k)(7); 1848-01(c);
1860-04(b)(2); pre 6742

* Initially, submit phase-in plan to EPA prior to certification of

first test group
* Include projected sales in Part | Application
* Omit sales to Calif and 177 States

 Final phase-in plan:
* Include in Final Part I/Part 11 Application
» Based on actual sales or alternatively actual production volume (with prior

EPA approval)
e Omit sales to Calif and 177 States

Phase-ins: How to Comply (pg 2) s6.1811-
04(d),(K)(7),(1); 86.1860-04(b)(2)



Interim vehicles can’t be used to comply with Tier 2 phase-in,
and vice-versa.

Vehicles from a Tier 2 test group may be divided and used to
comply with Tier 2 and Interim non-Tier 2 programs; ref
86.1811-04(1)(i).

Don’t have to use the same vehicles to comply with Tier 2
exhaust & evaporative phase-in.

Phase-ins: 2004 Issue for HLDT/MDPVs
86.1811-04(l), pre 6747, 6751
Statutory lead time requirements make 2004 optional for HLDTSs
and MDPVs.

Regulations encourage voluntary compliance for 2004
— Only mfrs who bring all their HLDTSs into the interim program in 2004

can:
* Use optional 0.130 NMOG value for LDT2s in bin 9.
» Use optional 0.280 NMOG value for LDT4s in bin 10.

— Only mfrs who bring all their MDPVs into the interim program in 2004

can:
» Use bin 11 through 2008 for its MDPVs.
» Engine certify diesel MDPVs through 2007
 Use optional 0.280 NMOG value for MDPVs in bin 10.

Phase Ins: Alternative Schedules

86.1811-04(k)(6), preamble pg 6742
Rule has 25/50/75/100, 50/100 phase-ins.
— 25+50+75+100 = 250; 50+100 = 150
Alternate phase-ins acceptable that:
— Start as early as 2001
— Conclude in same or earlier year; and
— Percentages add up to at least 250% (or 150%)
— 2001-2004 percentages must sum to at least 25%
Special LDV/LLDT provision for 2004
— Can miss the 25% requirement, if at least 20%
— Add double the shortfall to the 2005 requirement
— See 86.1811-04(k)(6)(vii).



Fleet Average NOx Standard:
How to Comply

Calculating NOx Credits & Deficits 86.1861-04,
preamble pg 6744-47

NOXx Averaging: Overview
How to calculate NOx average (Like NMOG)
How to calculate credits (Like NLEV)
Limits on averaging sets  (None after phase-in)
Credit Life (Only limited for interim credits)
Deficit Carryforward (Three years max)
Early Banking (Only for Tier 2 credits)
Extra credits for 150K cert
Extra credits for lowest bins  (through 2005 only)
Discounting (Only under deficit carryforward)
Reporting requirements

NOx Average: How to Calculate
86.1860-04(f), 86.1837-01(b), Preamble pg 6743
Separate calculations for each averaging set
Separate LDV/LLDTs & HLDT/MDPVs until 2009
>(n* NOx standard for bin)

total vehicles in category
where n = number of vehicles in each bin

Applies to interim and Tier 2 NOx averages.
Round to same significant figures as the denominator (not less
than 0.XXX)

NOXx Avging: Limits on Averaging Sets

NOXx Averaging: Credit Life
86.1861-04, preamble pg 6738, 6745, 6747

Interim credits can be used only for interim average standard
— Effectively expire at end of interim standard

Tier 2 credits have unlimited life



— Including early Tier 2 credits.

NOx Averaging: Deficit Carryforward
86.1860-04(e), preamble pg 6747
» For any NOx averaging standard, three year deficit carryforward

is allowed.

— Pay back rate of 1:1 in years 1 and 2; 1.2:1 in year 3. No deficit may
be carried into year 4.

— If carrying over a deficit, must apply all credits to deficit before
banking or trading.

— Manufacturers may pay back interim deficits with Tier 2 credits after
end of interim program.

— Limitation for Small Volume Manufacturers.

NOXx Averaging: Early Banking

86.1861-04(c), preamble pg 6744-45
Tier 2 vehicles only.
— Not for interim vehicles.
Begins in 2001 model year for all categories
Mfrs can earn early credits for vehicles <0.07.
Can also count these vehicles toward alternate phase-in schedule.
But can’t count toward interim NOXx avg.
However, low Sulfur in-use fuel will not be available until 2004-
06.

NOx Averaging: 150,000 Mile Useful Life
86.1805-04, 86.1860-04(g), Preamble pg 6789

For Tier 2 vehicles only---on a test group basis.
— Not for interim vehicles.

Mfr certifies to full life standards, but for 150K.
— For exhaust & evaporative emissions (not Cold CO)
Adjusting NOx standard yields extra credits.

— Multiply NOx bin value by 0.85 when computing the NOXx fleet
average.



No extra credits if opting out of required 50K standards.

NOXx Averaging: Extra Credits for Cleanest

Vehicles 86.1860(h), preamble 6746
Only applies to bins 1 and 2.
Only applies 2001- 2005.
Extra credits when computing the year end Tier 2 NOx average.
Multipliers: Bin1=2.0; Bin2=1.5.

NOx Averaging: Credit Discounting
86.1860-04(e), 1861-04, pre 6738, 6745, 6747

No official discounts except in credit deficit carryforward.
— Credits must be used at rate of 1.2:1 if deficit carried into third year.
Interim credits essentially discounted by 100% at end of each
interim program.
— They expire.
Different from CARB and NLEV.
NOXx Averaging: Reporting

1861-04(d), (g); 1862-04; preamble 6734
Interim credits must be “generated, calculated, tracked,
averaged, banked, traded, accounted for and reported separately
from Tier 2 credits.”

Annual reporting requirement.

— Fleet NOx average.

— Number of credits generated or used.

— Credit balance.

— All values used in calculations.

— Details on all credit trades.

— Report due by May 1 of next model year.

NMOG Standards
86.1810(p); 86.1811-04(m), preamble pg 6738
For diesel vehicles, NMOG means NMHC.
Flex fuel and dual fuel must measure NMOG except when



operating on gasoline or diesel.
e When measuring NMHC in lieu of NMOG:

— Must multiply NMHC results by 1.04 before comparing with NMOG
standard.

— Currently allowed for gasoline vehicles only.
— EPA may approve other adjustment factors.

NMOG Standards: Page 2

86.1811-01(0); 86.1841-01(e)

 Alternative fuel vehicles must measure NMOG using CARB
procedures

* Do not use NMOG Reactivity Factors (RAFs).
— Regardless of fuel used in the vehicle.

* No NMOG averaging. (Unlike CARB).
— No NMOG credits

— NMOG of early Tier 2 vehicles can be used for NLEV fleet average
compliance through 2003.

* RAFs apply under NLEV program

HCHO Emission Standards
86.1829-01(b)(1)(iii)(E)
» For gasoline and diesel vehicles, a compliance statement is
allowed in lieu of actual test data.

Evaporative Emission Standards

(grams/test on 3 day diurnal+hot soak)
86.1811-04(e), Preamble pg 6748, 6751

Evaporative Emission Standards

(grams/test on 2 day diurnal test)
86.1811-04(e), Preamble pg 6748, 6751

SFTP: Background
SFTP: Background -Weighting in Calculation



86.164-00; preamble 6789-92

SFTP: Tier 2 Overview 86.1811-04(f)
» Generally, manufacturers must meet 4K standards from NLEV

& full life stds derived from Tier 1.
— 4K standards are not weighted (composite) standards
— full life standards are weighted (composite) standards

» Applicable to gasoline and diesel LDV/Ts.
— Not MDPVs
— Not alternative-fueled vehicles
— Not flexible-fuel vehicles, except on gasoline & diesel.

SFTP: Tier 2 4000 Mile Standards 86.1811-04(f);
preamble page 6790

» Applicable to gasoline and diesel vehicles

SFTP: Tier 2 Full Life Standards

86.1811-04(f); preamble pg 6789-92
e Forinterim and Tier 2 LDVs and LDTs, the full life
NMHC+NOx, CO and PM standards are calculated as follows:

o Tier 2 SFTP Standard = Tier 1 SFTP Std - 0.35 x (Tier 1 Std-
Tier 2 FTP Std)

SFTP: Interim non-Tier 2 Standards 86.1811(f)(3) &
(4); pre 6790
o LDV/LLDTs must meet Tier 2 SFTP (4K/120K) standards,

except:
— Interim LDV/LLDTs using bin 10 may meet Federal (non-NLEV) Tier
1 SFTP stds.

 Interim HLDTs may meet Tier 2 SFTP (4K/120K) standards or
Tier 1 (50K/120K) SFTP standards.

SFTP Standards - Exceptions for Diesels
86.1811(f)(5) & (6); preamble pg 6791



e Diesel LDVs and LLDTs may use 50K SFTP standards in lieu of

4K standards through 2006.

— Derived from Tier 1 standards by adjusting FTP component for new
Tier 2 FTP standards.

— Mfr must declare which option in cert application.

 No PM SFTP standard for interim LDV/Ts.
* 4000 mile PM SFTP standard = Full life (composite) PM std for
Tier 2 LDV/Ts.

Test Weights

preamble 6791; 86.1811-04(b); 86.129-00
ALVW = Curb weight + Half payload
LVW = Curb weight + 300 pounds

Test Fuels 86.113-04; 86.213-04; pre. 6792
» 2004 Federal Sulfur specification: 15-80 ppm
— EPA must use 15-45 ppm

» Mfrs may use Phase Il fuel for exhaust testing:
— 50 state vehicles
— vehicles where certification is carried over from NLEV
— vehicles where certification is carried across from Cal LEV |

» EPA must use California Phase Il fuel only for exhaust testing of

Interim non-Tier 2 vehicles:
— vehicles where certification is carried over from NLEV
— vehicles where certification is carried across from Cal LEV |

» EPA may use Tier 2 Indolene (15-45 ppm Sulfur) for all other
certification & in-use testing.

Test Fuels: Evaporative Emissions
pre 6792; 86.1811-04(e)(6)
 Currently, manufacturers use the Federal fuel / Federal

evaporative test procedure.
— California & Federal evap standards currently equal
— California accepts Federal results as worst case.

» Cal LEV Il evaporative standards are more stringent than Tier 2
evaporative standards.

» Manufacturers may use passing California LEV-Il Evaporative
data to meet Tier 1 & 2 standards.



— EPA may require comparative data from both tests

Alternate Fuels 86.1811-04(c)(2)

» Tier 2 exhaust/evap requirements are “fuel neutral”
— Generally, same standards apply regardless of fuel.

 For flex-, bi- and dual-fuel vehicles:
— Must meet the same standards on conventional and alternative fuel.
— May meet NMOG standard from next higher bin when operating on
gasoline or diesel.
— See 86.1811-04(c)(3) for Bin 8 & 10 NMOG standards when operating
on gasoline or diesel fuel.

Test Fuel - Interim non- Tier 2 Vehicles
86.113-04; 86.213-04; pre. 6792

Test Fuel - Tier 2 Vehicles
86.113-04; 86.213-04; pre. 6792

» Same as Interim table, except EPA may use Tier 2 Indolene test fuel for in-use testing for Tier 2 test groups
certified via NLEV carryover and California LEV-I carry-across.

Alcohols and Evap Emissions:

Problem

* Numerous studies confirm impact of alcohols on permeability of
fuel systems & materials.
— Impacts are time-dependant.

» Ethanol in approx 10% of gasoline, nationwide.

» Evaporative emission impacts of ethanol not currently
represented in EPA certification process.

Alcohols and Evaporative Emissions:

Tier 2 Certification 86.1824-01(a)(2), pre 6792
For vehicles certified to Tier 2 evap standards:
» Manufacturer’s durability procedure must use ethanol in service
accumulation for gasoline vehicles.



* Not just for flexible-fueled vehicles
» Expose components to maximum ethanol concentration used in any
state (currently 10%).

 Alternatively with prior EPA approval, manufacturers may use
good engineering judgement to show compliance with sustained
alcohol exposure.

In-use Standards
86.1811-04(a)(5) & (p); Preamble pg 6795
» Same exhaust & evaporative standards apply to certification and

in-use vehicles
— except temporary in-use standards in 86.1811-04(p)

Relaxed In-Use Standards 86.1811-04(p);

- Apply through 2008MY (2010 for HLDT/MDPVSs)

- For diesels in bin 10, multiply NOx and PM certification
stds by 1.2 and 1.35, respectively.

- Special in-use standards for Bins 2-5 apply only to first two years a test
group is certified to a new bin, as follows:

In-use Testing
86.1845-04, 86.1846-01, preamble 6795
» Manufacturer & EPA in-use testing essentially unchanged from
CAP 2000 rule.

— Manufacturers must perform in-use testing on MDPVs (which do not
see sustained severe service).

« Mfrs may request additional preconditioning to remove the

effects of high Sulfur in-use fuel.
* If it is solely to remove effects of high sulfur
* Only for vehicles of 2007 model year or earlier
» Case by case (similar to NLEV)
 Applies to manufacturer and EPA in-use testing.



OBD Requirements 86.1806-01; pre 6751

MDPVs must have OBD-II, except Diesels

— Diesel MDPVs must have OBD if carried across from a California
vehicle with OBD-I1.

— Other MDPV Diesel requirements are contained in 65 FR 59896,
October 6, 2000.

Evaporative leakage requirement: .040 inch.

HEVs must have MIL monitoring battery components.

OBD Requirements - page 2
86.1806-01(d); Preamble page 6751

HEVs capable of off-vehicle charging must have useful life
indicator on battery system.

In-Use Sulfur Considerations, through 2007:

— EPA may approve OBD systems that function properly on low sulfur
fuel, but yield sulfur-induced “passes” on high sulfur fuel.

— EPA may approve modifications to eliminate the sulfur-induced MIL.

New Requirement: Leak Free Exhaust
86.1844-01(d)(16), preamble pg 6798
Applies to all interim and Tier 2 vehicles.
— But not carryover/across from NLEV or Calif LEV-I
Manufacturers must provide statement in certification

application that:

— Engineering analysis conducted of whole system

— System designed for leak free assembly, installation and operation for useful
life of vehicle

— Repairs can be made to maintain leak free nature with commonly available



tools.
“Leak Free” means that leakage is controlled so it won’t lead to
an emission failure.

NMOG Adjustment for Ozone Reduction

Devices 86.1811-04(r), pre 6797
Devices like PremAir. (e.g. on radiators)
Mfr can meet a higher NMOG standard to the extent it can show
0zone reduction
Must determine ozone reducing potential of the device,ozone

reduction potential of lower NMOG, and the ratio of the two.
— Show by airshed modeling for four cities.

NMOG Adjustment for Ozone Reduction
Devices pg. 2

Mfr must determine and submit:

— Air flow rate through device as function of speed.
— Ozone reduction efficiency for vehicle useful life.
— How OBD system will determine malfunction.

Compute NMOG allowance per 86.1811-04(r).

EPA in-use testing requirements to be determined.

Hybrids and Electric Vehicles
86.1811-04(n); 1860-04(e)(4); preamble 6793

Mfrs must measure emissions from Hybrid Electric Vehicles
(HEVs) and Zero Emission Vehicles (ZEVs) using CARB
procedures.
— EPA can approve other procedures.
When computing fleet average NOX:

* ZEVs go into bin 1.

» For HEVSs, the numerator in manufacturer’s fleet average equation

may be lowered by HEV NOXx contribution factor.
» Determine on a case-by-case basis.



Small Volume Manufacturer Provisions 86.1811-
04(k)(5); Preamble 6794

Small Volume Manufacturers (SVMs) are expected to opt into

NLEV in 2002 model year (instead of meeting Tier 1 SFTP

standards).

Generally, SVMs are exempt from phase-in requirements until
the final year of the phase-in.

Hardship provision provides extra lead time.

LDV/LLDT Small Volume Mfr Provisions
86.1811-04(K)(5)(i); Preamble 6794
Must normally comply with 100% interim standards in 2004,

2005, 2006 model years.
» Meeting the 0.30 NOx fleet average standard.
» Which will mean certifying to Bin 9 or lower

Exempt from 2004, 2005, and 2006 Tier 2 phase-in
requirements.

Must comply 100% with Tier 2 in 2007.
* For exhaust and evaporative emissions

HLDT/MDPV Small Volume Mfr Provisions
86.1811-04(k)(5)(ii); Pre 6794-95

Must normally certify to bins 1-11 in 2004-2006.

— Exempt from 0.20 NOXx interim fleet average 2004-06

Must normally meet .020 NOx fleet average in 2007 and 2008

model years.
— Which will mean certifying to Bin 8 or lower
— Exempt from 50% Tier 2 phase-in in 2008.

Must normally comply 100% with Tier 2 in 2009 and later



model years.
* For exhaust and evaporative emissions

Small Volume Mfr Hardship Provisions 86.1811-

04(q), pre 6795
» Small Volume Manufacturers can apply for one year relief from
any final phase-in year for exhaust or evaporative emissions.
» Written applications must:
— Be submitted before noncompliance occurs.
— Show severe economic hardship will occur
— Show best efforts to comply
— Show efforts made to purchase credits

Small Volume Mfr Hardship Provisions - Page 2
86.1811-04(q), pre 6795

» Mfr can defer for one year:
— 100% compliance with Bins standards and interim requirements for
LDV/LLDTs in 2004.
— 100% compliance with Tier 2 requirements for LDV/LLDTSs in 2007.

— 100% compliance with Bin standards and interim requirements for
HLDT/MDPVs in 2004,

— 100% compliance with 0.20 NOx average standard for HLDT/MDPVs
in 2007.

— 100% compliance with Tier 2 requirements for HLDT/MDPVs in
2009.

Small Volume Mfr Hardship

Provisions - Page 3 86.1861-04(a)(5), pre 6795
« Small Volume Manufacturers must meet fleet average NOx

standards for one model year before running a credit deficit.

— LDV/LLDT .30 NOx fleet average standard in 2004-2006 model years.

— HLDV/MDPV .20 NOx fleet average standard in 2007-2008 model
years

— Tier 2 0.07 NOx fleet average in 2007-on for LDV/LLDTSs or in 2009-



on for HLDV/MDPVs.

Provisions for Independent Commercial

Importers (ICIs) 85.1515, Preamble pg 6794
NLEYV is optional for ICls; Tier 2 is mandatory.
ICls are exempt from phase-in requirements, similar to small
volume manufacturers.
Small VVolume Hardship provisions apply to ICls.
ICIs must meet bin < to average NOx standard.
Can use averaging, banking & trading program.
— But must have credits in advance.

— Or monitor production and obtain credits during the year; must not
have a deficit at the end of the year.

Tier 2 - EPA Computer Changes

Some minor changes will be implemented in 2001:
— ESI: Add Bins, RAFs, MDPV vehicle class, error flags
— EvSI: Add new evaporative standards

— VI: Add input codes for Electric Vehicles

— MTDS: Add Tier 2 fuel type, PM for US06 & SCO03

— General Label: Add some fields for Electric Vehicles
— SS: Report RAFs; a,b,c coefficients, new standards

See EPA guidance letter CCD-01-24; Dec14, 2001
Tier 2 - EPA Certificate Changes

Tier 2 Certificates will show compliance with:
— Tier 2 or Interim non-Tier 2 standards; and
— Clean Fuel Vehicle standards (if applicable)

Early Tier 2 certificates will show compliance with:
— Tier 2 and NLEV standards; and
— Clean Fuel Vehicle standards (if applicable)

Certificates will be conditional on the manufacturer:
— performing in-use testing,
— meeting fleet average NOx standards, etc.



For More Information:

 Visit our Internet sites
— Www.epa.gov/otaqg; or
— Www.epa.gov/autoemissions

» See Code of Federal Regulations, 40CFR Part 86
» See Federal Register 65 FR 6698, Feb 10, 2000


http://www.epa.gov/otaq
http://www.epa.gov/autoemissions

Appendix B. Materials Relating to Compliance by Small Entities with the Gasoline Sulfur
Standards

Workshop Presentation, March 14, 2000
- Gasoline Sulfur Rule Questions and Answers, May, 2000

- Gasoline Sulfur Rule Questions and Answers, December, 2000
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Sackground

r 2, Study, April 1998

“FERATSLAI @er on; Gasoline Sulfur Issues,
May 99¢

Tier 2"Reporitito Congress, July 1998

Tier 2/Gasoline Sulfur Notice of Proposed
Rulemaking, May: 1999

Public hearings & stakeholder meetings

Final rule promulgated 12/21/99, published in
the Federal Register 2/10/00 n H
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ier2ZaVenicle Program

ABplIEsIsanIe set 6l standards to passenger

'c. Wﬁa’crucks.
Includ% se-in schedule for vehicle

ManUidEttkERS:

Permitsi chieice of emission standards ("'bins”)
for vehicle manufacturers.

Designed to provide significant NOx benefits
to states.

Includes new "MDPV" category n H




gating 12 passengers or less
Light i W trucks < 6000 Ibs GVWR, e.qg.,

[ForarRan erlieyota RAV4, Dodge Dakota

Heavy/ light-auty truck: between 6000 and 8500
Ibs GVWR, e.g., Ford F-150, GM 1500

Medium-duty passenger vehicle: < 10,000 Ibs
GVWR and is designed to transport people, e.qg.,

Ford Excursion




g EXnaust Standards:

VOX < ~ﬂvd'c‘ll’ﬂ cut /7% -95%

Current Standards
Final Standards

> 8500 Ibs
large SUVSs,
small trucks vans & trucks
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IClesProgram Issues

rogram

MDV/HLDT Program
Avg. Avg. NOx std =
0207 g/mi

NMOG <

0.07 g/mi
LEVE
evap cut 50%;

NMOG << Tier 1;
evap cut 50%;
PM reducea PM reduced
Useful life = Useful life =
120,000 miles 120,000 miles

SFTP upgraded

SFTP upgraded

<§>




Elejri=PidfeY

JFullFUseful Life Exhaust
EInissieRrStandards (g/mi)

- .

Bin# NOX NMOG CO HCHO PM
11 0.9 0.280 7.3 0.032 0.12
10 0.6 0.156/0.230 4.2/6.4 0.018/0.027 0.08
9 0.3 0.090/0.180 4.2 0.018 0.06

[The above temporary bins expire in 2006 (for LDVsand LLDTs) and 2008 (for HLDTs and M DPVs)]
8 0.20 0.125/0.156 4.2 0.018 0.02
I 0.15 0.090 4.2 0.018 0.02
6 0.10 0.090 4.2 0.018 0.01
5 0.07 0.090 4.2 0.018 0.01
4 0.04 0.070 2.1 0.011 0.01
3 0.03 0.055 2.1 0.011 0.01
2 0.02 0.010 2.1 0.004 0.01
1 0.00 0.000 0.0 0.000 0.00




Iner 2 and Interi

Nen-Tier 2 Phase-in and
EXialsAVEeraging Sets

2006 | 2007 -

(%) (%)

2005

2001 (%)

2002 N
(%)

LDV/LLDT
(interim)

NLEV NL EV

75 50 25

LDV/LLDT

(Tier 2)

HLDT

(Tier 2)

|(_i|nLtIeDr-Ii_m) Tier 1 Tier 1 Tier 1
MDPVs HD E
(interim)

0
25 50 75 100 50X
0

MDPVs
(Tier 2)




'F’ offthe Tier 2 NOx gner_znnau
WeragerStandards g ineince
Cars, Trucks < 6000 I GVWR

— 0.6
g5 | = 0.5
_ 0.4

50.3




EeBelIRESUIFur Program

'Includesi se-in schedule for gasoline

refin ieliners, and importers.

Provides temporary, less stringent standards for
smalll refiners and gasoline sold in the West.

Includes an averaging, banking, and trading
program to encourage early sulfur reductions.

Contains several implementation provisions.

<§>
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S Chenges fiem the Proposal

E

Mineted the SOLppml refinery avg in 2004.
Eliminatedigerdeciining cap in 2005.
Establishedrar&eographic Phase-in Area.

Enhanced theaveraging, banking, and trading
(AB&TF) program, including| elimination of 150 ppm
“trigger” for generating credits.

Expanded the flexibility for small refiners.
Introduced a hardship relief provision for qualifying

refiners.
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v ~ 0 A 0
Compliance as of: 2004 2005 2006+
Refinery Average, ppm - 30 30
Corporate Pool Average, ppm 120 90
Per-Gallon Cap, ppm 300 300 80
ective Janua 004 at the refinery gate
ap exceedances up to o0 ppm are aliowec D04 [ DE




A
i GERdaphic Phase-in Area

asoline"Sulfur Standards for the

eographic Phase-In Area*
Xcluding Small Refiners)

Compliance as of:

Refinery Average, ppm

Corporate Pool Average, ppm

Per-Gallon Cap, ppm

*Alaska, Colorado, Idaho, Montana, New Mexico, North Dakota,
Utah, & Wyoming, plus counties/tribal lands in adjacent states.

»] [d




the refinery’s 1997-98 sulfur baseline + 30
PRMm

sulfur'level from which early (2000-03)
credits were generated + 30 ppm

<>




GEPA Standarc

- Wheniie CorporateiVerage

" -
|
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aarad ADDIIE

§ I
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< 50%: |

Non-GPA gasoline

mm) GPA gasoline




o~ Sl Refiner Standards

—

L

- | 1997-98 Refinery

Temporary Sulfur Standards (ppm)

Baseline Sulfur Level 2004 - 2007
(Ppm) Average Cap
Oto 30 30 300
31to 200 baseline level 300
201 to 400 200 300
401 to 600 50% of baseline | 1.5 times the average standard
601 and above 300 450




500" emploeyees corporate-wide and
A corﬁra ftde; oill capacity' < 155,000 bpcd.

Gasoline Velume Limitation
105% of baseline volume or

Volume of" gasoline produced from crude oil during
the year

Excess volume is subject to the corporate average
standards that apply to all other refiners.
>
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OtherGaseline Sulfur Issues

i) hm Provision

IEMPLERAWaIVERGUEN eI eExtreme unforeseen
L CircUmsteaneEspe:d., refinery fire, natural disaster.

emperaiaWaIVer based on extreme hardship

CIFCUMStaNCES, Jex@)., refinery configuration, severe
economic limitations.

State Preemption
Our final gaseline sulfur rule clearly preempts future state
SCIGNE 10 preseihe 6 enitree gasoline sulfur controls.

States seeking a gasoline sulfur control program that is
different than our national program must obtain a waiver

from us. n H
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exiSteps

[

ipation in implementation workshops for the small
GPA programs in mid-April
Developme guidance document for gasoline sulfur

implemmn
Establishment of a database for the gasoline sulfur AB&T
program

Identification of counties to be included in the Geographic
Phase-in Area

Formation of a process for resolving turnaround/upset
Issues.

Assistance in the development of State Implementation Plan
(SIP) credits for the Tier 2/Gasoline Sulfur program n
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rr Morerlinformation...

)
e Tier 2 vehlcle program contact:

202-5ﬁ|4-
gUVAEIN@EPa-GoV.

On the gaseline sulfur program contact:
Mary IManners

/34-214-4873
manners.mary@epa.gov

Tier 2 home page:
http://www.epa.gov/oms/tr2home.htm ﬂ




SEPA T ey 2000

Gasoline Sulfur Rule Questions and Aswers

The followingare responses to questions receivethbyEnvironmental i®tection
Agency(EPA) concerninghe manner in which the EPA intends to implement and assure
compliance with theasoline sulfur reglations at 40 CR Part 80.This document was prepared
by EPAS Office of Air and Radiation, Office of Transportation and Air Quaétyd the Office of
Enforcenentand mpliance Assurance, Offe of Regulatory Enforcenent

Regulated paties ma usethis doament to ad in achieving compliance with thegasoline
sulfur reagilations. However, this document does not in avgy alter the requirements of these
regulations. While theanswe's providel in this doament represent the Agency's interpretation
and gneral plans for implementation of the végtions at this time, some of the responses may
chang as addionalinformation beconss avalable or ashe Agencyfurther congilers cerin
issues.

This guidance document does not establish or caéeggl rights or obligtions. It does
not establish bindingules or requirements and is not fullgterminative of the issues addressed.
Agency decisions in ay paticular case will be made gpplying thelaw and regulations on the
bass of spedic facs and aatal acion.

While we have daempted to include answerstal questons receied, he necessy for
policy decisions and/or resource constraints tmaye prevented the inclusion of certain
guestions. Questions not asweaed in this doament will be answeed in asubsguent dowment.
The Agencyintends to provide additional responses geediiouslyas possible Questions that
merelyrequire a justification of the ratations, or that have previoudhgen answered or
disaussel in thepreamble to theregulations hae been omitted.

STANDARDS AND COMPLIANCE

1. Question: Were some words left out of § 80.195(a)(1) in the final rule published in the
Federal Registét

Answer: Yes. Some words were inadvertentsft out of § 80.195(a)(1) when the final
rule was published in theederal Registeon February10, 2000.The correct introductory
language of 8 80.195(a)(1) isThe gasoline sulfur standards for refiners and importers,
excludinggasoline produced bgmall refiners subject to the standards at § 80.240, aswdirge
desighated as GPAagoline under § 80.219(a), are as follow®th February28, 2000, the



FederalRegister Office pubished a ndte b correctthis error.

2. Question: The preamble at 6576819 states:Many of the requirements do not become
applicable until the begning of the sulfur control pragm on October 1, 2003, when all refiners
are required to meet the sulfur standardsthis date correctAlthough the proposal listed
October 1, 2003, as the effective date for the sulfur cap at the refiloesit'the final rule
specifyJanuaryl, 2004?

Answer: The effective date of the sulfur standards was aihfrgm the date proposed
in the Notice of Proposed Rulemaki(®PRM). In the final rule, the corporate pool annual
avera@ standards and the refineyd importer perdjlon cap standards are effective imeing
Januaryl, 2004. (The refineryand importer annual avermagtandards are effective leging
Januaryl, 2005.) The reference in the preamble at 656819 regrding the date that refiners
are required to meet the sulfur standards shoul@dmedyl, 2004, instead of October 1, 2003.

3. Question: In the NRRM, the sulfur standards werepErssed without decimal places, but
the final rule provides that the standards amressed with two decimal places (8§ 80.195, 205).
Why did EPA include this chaeg

Answer: EPA included he deanal places ¢ ensuretiatthe sufur sendards are not
exceeded byoundingdown actual averagsulfur levels.We do not believe reportinte
avera@ sufur level to two decmals creaes anyaddtional burden aslhte averamg calculation
will yield this result to angumber of decimal place#lthough the decimals were not included
in 8 80.216(a)(1)(i) for theapgraphic phase-in area (GPA) standard, EPA intends to revise this
provision to include the decimals in a future rulemaking

4. Question: Section 80.205(e) (2) of the final rule statd¢o 'tefiner or importer magave
a compliance deficit in anyear after 2010 Any deficit that exsts in 2010 must

made up in 2011"We could interpret the end of the credit praxg as beinghe 2011
compliance gar. There could be mamgxpensive decisions made affectigasoline supplyn
the U.S. in thed™ quarter of eachear in 2012 and beynd for the sake of several ppm sulfur.
Why is therefiner flexibility for compliance with the30 ppm &erage usingcredits diminated
beyond 20117

Answer: The provisions in § 80.205(e) which allow a deficit to be carried over to the
following year are included in theregulations to provideadditiond flexibility for paties in the
early years of thesulfur progam in theevent of an unexpected shutdown or inaility to obtan
credis. See65 R 6764. Refiners and importers will continue to be able to purchase credits to
achieve compliance with the 30 ppm averag2011 and bend in the event that unpected
exceedences of the standards ocddowever, after the 2010 averag period, refiners and
importers mustdenonstate conpliance wih the sandard for each avenag period (i.e., f the
refiner’'s or importer’s actual annual aveeagyceeds the standard in the 2011 avieigigeriod,



or anyaveragng period thereafer, the refner or mporter mustobfain sufficientcredis to
demonstrae compliance for tha averaging peiod). Therefiner or importe will have until the

last dayof Februaryof the followingyear (when the annual avenagreport is due) to obtain the
necessargredits.

5. Question: Please vefy thatif a refner s also a @soline mporter, the refners corporag
pool must include the importe@spline for compliance with the corporate pool aversigndard
for 2004 &2005.

Answer: For purposes of calculatingpmpliance with the corporate pool annual
avera@ standards at § 80.195(a)(1), a refiner who is also an importer must include in its pool the
volume of @gsoline production from all refineries and the volumeasiodine imported duringhe
averagng period. See8 80.195(c)(1).

6. Question: If a companyhat qualifies as a small refiner is also an importer, would the
companyonly complywith the corporate pool averagtandards for its volume of imported
gasoline?

Answer: The companys small refinerywould not be subject to the corporate pool
avera@ sandards.See§ 80.195(c)(4).As a result, the companyould onlyneed to demonstrate
compliance with the corporate pool avexagandards for its importedspline.

7. Question: The preamble states that, in 2005, each refimeyonly use credits to

achieve the 30 ppm standard after the refiner has demonstrated compliance with the 90 ppm
corporate pool averagor all refineries.The refiner must meet the corporate pool averag
standard on aail suffur levels or through a tade for dlotments. At this point, each oflie

refiner’s refineries must obtain sulfur credits to brihg refinerys sulfur averag down to 30

ppm. Please eglain how this works, particularlyhere a refiner has one or more refineries that
have an averagof 30 ppm or less.

Answer: The regilations require a refiner or importer, in 2005, to demonstrate
compliance with the 90 ppm corporate pool averstgndard bgalculatingits actual corporate
avera@ sufur level usng the actial sufur levels of each bath of gasoline andhen appying
allotments, as necessaty meet the 90 ppm standaidredits maynot be used to achieve
compliance with the corporate pool averagandard See§ 80.315(c)(4).The regllations also
requre a refner for each refiery, or an mporter, to denonstate conpliance wih the refneryor
importer averag standard bgalculatingthe actual refinergr importer sulfur level usinthe
actual suffur levels of each baih of its gasoline, and apping credis andbr alotments, as
necessaryto meetthe 30 ppnstandard. The regilations dentfy the corporat averag and
refineryavera@ standards as two separate standards, and do not require refiners to demonstrate
compliance with one or the other standard first.

In 2005 onlyrefiners and importers mayge credits and/or allotments to demonstrate



compliance with therefineryor importer averagstandard See§ 80.195(b)(4).These credits or
allotments maye obtained from angource. A refiner with more than one refinengayuse
credits gnerated bya refinerywith an averag sulfur level below 30 ppm towards meetthg
refineryavera@ standard at one of its other refineriéddternatively, the refinerymaychoose to
bank or sdl the credits, a pamitted bytheregulations. In 2005, the same pool of allotments
used to demonstrate compliance with the corporate pool standatiernagdy a refineryin the
pool toward its demonstration of compliance with the refiregrag standardor some of the
dlotments my beusel by one refineryand the remaindersed byanother refinerpr refineries
in the pool. For example, a refiner with two refineries who obtains 30 allotments to achieve
compliance with the corporate pool standard ayaylyall 30 allotments to one refinergr some
of the alotments 0 each oflte wo refineries (for exanple: 15 alotments o each refiery, 20
allotments to one refinegnd 10 to the other; etc.We intend clarifythe requirements regling
how allotments mape used to demonstrate compliance with the corporate pool a\steagiard
and the refineravera@ standard in 2005 in a future rulemaking

As indicated in the Question, the preamble states that, in 2005, a refiner first must
demonstrate compliance with the corporate pool aeestandard of 90 ppm, and then
demonstrate compliance with the refinemerag@ standard using maxmum of 90 ppm as the
avera@ sufur level for each refiery, and appfing credis to bring each refmerys averag down
to 30 ppm.See65 R 6760. However, this discussion in the preamble is not consistent with the
manner in which compliance is demonstrated under theatsons; i.e., compliance with the
corporate pool averagstandards and with the refineryera@ standards is demonstrated
separatelyand refiners are required to use actual sulfur levels in compghengfineryaverag,
as conpared 0 ushg presuned kevels of 90 ppmfor each referyafter denonstating
compliance with the corporate pool averagandard.Therefore, we are widrawing this
preamble discussion asigance for interpretinthe regilations on this particular issu@he
requlations do not impose amarticular priorityon compliance with the corporate avexamd
the refineryaverag standards in 2008Contraryto the statements in the preamble referenced
above, refiners need not first demonstrate compliance with the corporate pooéataratard;
rather, each sindard $ independentf the oher and mistbe net as such.

8. Question: Please clarifjhow 8§ 80.205(f) is to be applied.

Answer: The regllations provide that a refiner or importer must meet the corporate pool
avera@ standards under § 80.195 if thaasgline production or volume of importedsgline is
comprised of less than 50 percent asa@ine desigated as GPAagoline See§ 80.216(f). As
discussed in the preamble, we intended refiners and importers subject to the corporate pool
averag@ sandard who produce s@f®GPA gasoline b use he sane conpliance process ashodr
refiners and importers subject to the corporate pool agestagdards in 2004-2005ee65 AR
6763. However, as described in the answer to Question 7 above, the preamble discussion
regarding compliance with the refinergverag@ and corporate pool avemgtandards in 2005 is
inconsistat with themannea in which compliance with these standads is denonstraed in the
requlations. Therefore, we are stb wihdrawing as glidance lhe satement in the prearble



specificallydescribingcompliance with the corporate pool averamd refineryaverag

standards for such refiners and importérbus, as for all other refiners and importers, such
refiners and importers must demonstrate compliance with both av&teaglards (as calculated
under 80.205), but are not required to demonstrate compliance with the corporate poel averag
standard first.We intend to revise the regations at 80.205(f) to be consistent with the manner
with which the standards are described in 80.195 and with other relevant provisions of the final
rule.

9. Question: Do refiners have to include in their calculations of compliance with the
corporate pool averagstandard all refineries owned fybsidiaries and refineries owned by
joint venture partners?

Answer: The regllations state that the corporate pool averstgndards apptp the
refiner’s gasoline production from all of its refineries in a calendzarry See§ 80.195(c)(1).
Joint ventures, where two or more parties collectiwiyn and operate a refinggre treated as a
separate refiner subject to a separate corporate pool avseaglard However, the reglations
allow one partner in a joint venture to include the joint venture’s refineries in its corporate pool
for purposes of calculatingpmpliance with the corporate pool avexatandardIf one partner
does this, thgoint venturewill be consideed to bein compliance with thecorporae average
standard, where the partner that counts the joint venture refineries meets the corporate averag
standard.See8 80.195(c)(5).For anyjoint venture refineries not included in a partner’s
compliance calculations, the joint venture must demonstrate compliance with the corporate pool
avera@ standard.Thus, partners in a joint venture have theibigity under the regjations to
complywith the corporate pool avema@s a joint venture, or to count the joint venture refineries
in either patne’s compliance calculations.

The corporate pool averagtandard applies to all refineries ownedbgfiner, which
EPA interprets to include refineries ownedtbg refiner’s whollyowned subsidiariesSee65
FR at 6755.Where a refiner partiallpwns a refinerythat refineryis not considered part of the
refiner’s corporate pool averagWhere two or more parties collectivedyn and operate a
refinery, that is considered a joint venture, and as discussed above, one partner of the joint
venture maynclude the refineryn its corporate pool averagSee§ 80.195(c)(5).

10. Question: What types of business arramments does EPA consider to be joint ventures
under § 80.195 and other provisions of the sulfur @@ How are other fyes of shared refiner
ownership to be treated under theulagons?

Answer: EPA considers a joint venture to be a situation in which two or more parties
collectivelyown and operate one or more refineri€ee65 MR at 6755. This definition is
intended to encompass abroal range of businas arangements whee two or moreentities shae
ownaship of arefinery. Thus, EPA gpects thd most @ses of shaed refinery owneaship will be
considered joint ventures under theutlagions. For situations where a refinery owned by
more than one partput not all parties participate in the refinergperation, the refineng
consideed aseaate entity, and therefiner of tha refinery is thebusineas atity consistingof the
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multiple owners. However, we believe that, in this case, one of the owners should be allowed
to include the refinenn its corporate pool as the rdgtions allow in joint venture situations.
As aresult, weintend to m&e this dhange in afuturerulemaking.

11. Question: May alimited liability company be consideed ajoint venturefor purposs of
the provisions under 8§ 80.195(c)(5)?

Answer: Under 8§ 80.195(c)(5), a joint venture is one in which two or more parties
collectivelyown and operate one or more refineri@gy joint ownership arrargment that
meets this citeria, indudingalimited liability arrangement, will be consideed ajoint venturefor
purposes of compliance with the corporate pool standards.

12.  Question: Please clarifywhether oygenates blended into either conventioresaline or
Reformulated Bendstock for Oygenate Bending(RBOB) downstream of the refineneed to
be included in sulfur compliance calculations.

Answer: Section 80.205(c) provides that a refiner or importer melyde oygenates
added downstream from the refin@nyimport facilityif the requirements under § 80.69(a) or 8
80.101(d)(4)(ii) of the R&/CG regilations are metTherefore, a refiner or importer may
include, but is not required to include yoenates blended downstream in sulfur compliance
calculations.

GEOGRAPHIC PHASE-IN AREA

1. Question: It is our understandintpat, if a portion of theagoline produced bs refinery
located within theGPA is sold outsidef theUnited Stdes, tha gasolineis not subjet to the
sulfur standards and it onhas to meet the standards of the coutatmyhich it is eported. Is
this correc?

Answer: Gasoline that is gported for sale outside the United States is not subject to the
requirements of theagoline sulfur rule, includingasoline produced by refiner located within
the GFA. See§ 80.200(c).

2. Question: Footnote b of TableM.C.-2 of the preamble is inconsistent with the
requlations at 8§ 80.216(f)The regllations clearlystate that the corporate pool averatandards
do not applyif a refiners production volume is mosti$PA gsoline. If the refiner/importer
volume is less than 50 percent GP&gine, then the corporate pool averagandard applies.

Answer: The reglations at 8 80.216(f) are corredthere was an error in footnote b of
Table M.C-2 of the preamble released on 12/21/00, which subseqweaglgorrected in the
final rule published in theederal Registeon February10, 2000.



3. Question Please clarifhow GPA gsoline should be treated for purposes of comgly
with the corporate pool annual aveeagjandardsThe preamble to the final rule sathat

refiners and importers who market most of thesaljine outside of the GPA (and, therefore, the
corporate pool averagstandard applies) must then include GR#oline in the calculation of

the corporate pool averagThe regilations at § 80.216(f)(2) sdlyat if the refiner’s or

importer’s volume is less than 50 percent GRéogine, then the corporate pool averagandard
applies and all volume must be included (presumadolpding GPA gasoline).

Answer: If arefiner’'s or importer'saoline volume is comprised of less than 50
percent GPA gsoline, the corporate pool aveeastandards applgnd all of the refiner's
gasoline production and/or all of the importerasgline imports, includingsPA gasoline, must
be included for purposes of calculatiogmpliance with the corporate pool annual averag
standardsWe intend to add langage to 8§ 80.216(f)(2) in a future rulemaking clarify the
gasoline production that is subject to the corporate pool annual @astagdards under this
provision. See65 R 6757.

4, Question In determiningvhether the corporate pool aveeagjandard applies to a
refiner who produces G¥gasoline under § 80.216(f), malye refiner include &oline
production from refineries owned litg subsidiaries or byint ventures in which it is a partner?

Answer: In calculatinghe percentagof a refiner’s production that is desajed as
GPA gesoline, EPA interprets the nelgtions to require the refiner to coumsgline produced by
refineries owned by wholly owned subsidiaes. These are the entities tha must beincluded in
the calculations of compliance with the corporate pool aeeriggfineries that the refiner
partially owns, includingefineries owned bjoint ventures and other business areangnts
through which it shares ownership of a refineaye considered separate entities under the
regulations, owne bythebusines atity compriseal of themultiple owneas. Therefore, EPA will
conside sud businas eatities & separate refiners for purposgof daermining wheher
compliance with the corporate pool standards applies under 8 80.2@B@&) will not consider
these entities to be part of the production of one of the owhkkraever, once it is determined
under 8§ 80.216(f) that a @Refiner is required to comphyith the corporate pool standards, the
partymayinclude a joint venture refineig its pool for purposes of demonstratic@mpliance
with the corporate pool standards (assuntirggjoint venture refineris also required to comply
with the corporate pool standards).

5. Question: What specification standard does a GPA refinesg to ship outside a
despgnaked GFA area?

Answer: Gasoline produced kg refinerylocated within the GPA, but intended for use
outside the GPA, must meet the standards and requirements under the sulitiorsgfor non-
GPA gesoline Gasolineintendead for usewithin the GPA must balesignated as GPA gsoline
by the refiner or importer, and it is prohibited from bethstributed for use outside the GPA.
Product transfer documents accompagyGPA gasoline must identifghe gsoline as being



GPA gsoline and include a statement that teeofjine maynot be distributed or sold for use
outside the GPA.

6. Question: Unde the GPA progam, arefiner must submit a gpplication for GPA

standards by2/31/2000.1f a refiner who has not historicalbypplied the GPA wishes to supply
gasoline to the GPA area some time after 12/31/2000, can the GPA application be submitted at
tha time?

Answer: The GPA provisions provide for less stramg standards durirthe earlyyears
of the sulfur progam for gsoline intended for sale in the GPAs discussed in the preamble,
the GPA provisions are intended to provide relief for those refiners who are located in or near the
GPA and who supplthat area.See65 R 6756-57. We believe that those refiners will have
sufficient time under the application deadline in theut&tipns to applyor GPA gsoline
standards As a result, refiners mayot applyfor GPA standards after that datdote, however,
that a refiner who does not have an approved GPA standardupplygasoline to the GPA at
anytime, since non-GPAagoline is not prohibited from beirgpld in the GPA.

SMALL REF INERS

1. Question: Section 80.225(a)(3) sathat, to qualifyfor small refiner status, the aveeag
crude capacityf the refiner must be less than or equal to 155,000 bpcd for x898ever, the
preamble sag/"for 1999." Isthere is an inconsistentyere?

Answer: Yes. There was an inconsistenbgtween in the preamble and § 80.225(a)(3)
regarding the crudeoil capacity criteria for smadl refiners. This inc@nsistecy was @rrected in
thefinal rule publishel in theFederal Registeon February10, 2000.The correct criteria is an
avera@ crude capacitiess than or equal to 155,000 bpcd for 1998.

2. Question: Section 80.230(a)(1) sayRefiners of refineries built afteaduaryl1, 1999.”
This section should read, “Refinexgth refineries built afterahuaryl, 1999.”

Answer: Theregulatory language is dear tha refiners who own réneries built ater
Januaryl, 1999, are not eligle for the small refiner hardship provisiortdowever, we age
that the sugested changwould clarifythe provision, and intend to make this clarification in a
future rulemaking

3. Question: Assume that a small refiner has a baseline of 100 ppm, its standard under §
80.240(a) would be 100 ppniHowever, the corporate pool aveeaigr 2004 is 120 ppm and

there is no individual refinerstandard.As a result, the small refiner would be better off not to
elect small refiner status until thear 2005.1s this possible?

Answer: The reglations provide that amgfiner who wishes to participate in the small



refiner progam must applypy December 31, 2000Jpon approval of the application, ERvill
notify the refner of each sail refinerys applcabk standard, basgie voume, and per-gllon

cap standard.SeeS 80.235.EPA interprets the redations to require approved small refinery
standards to applyom the begning of the small refiner pragm in 2004, and to be in effect
until the end of the small refineprogam in 2008, unless the refiner notifies EPA under §
80.230(b)(2) of an election to comphiyth the standards in 8 80.198s a result, arefiner who
obtains small refiner status magt elect to have the small refinestandards become effective in
2005 rather than 200&PA also interprets the election under 8§ 80.230(b)(2) to be a one time
election. If a small refiner chooses to opt out of the small refinerrprogpursuant to 8
80.230(b)(2) and complyith the standards in § 80.195, the refiner malyelect to have its
small refinerystandards apply a subsequent averag period.

4. Question: For purposes of establishisgnall refiner status, do refiners have to include in
their calculation of number of emplegs and corporate crude capaeityrefineries owned by
subsidiaries and all refineries ownedjbyt venture partners?

Answer: The sulfur reglations define “small refiner” as a refiner who producasoiine
at a refineryby processingrude oil throuf refineryprocessinginits, emplogd no more than
1,500 people in calendaegr 1998, and had an avezagude capacitior 1998 less than or
equal to 155,000 barrels per calendar @ged). See8 80.225(a)(1).The regilations state that,
for purposes of determinirthe number of empl@es and corporate crude capaditye refiner
must include the emplegs and crude capaciy anysubsidiarycompanies, angarent
company subsidiaries of the parent compaagd anyoint venture partnersEPA interprets this
requlation to require refiners to include empdeg and crude capacayanyand all subsidiaries,
as well as emplaes and crude capaciy anyjoint venture partnersSee8 80.225(a)(2). EPA
interprets asubsidiay of acompany to mean any subsidiay in which thecompay has a50
percent or geater ownership interest.

5. Question: In applyng for small refiner status, does a refiner have to include in its
avera@ crude capacityn 1998 anycapacityused under a leasirgyreement at a refineny does
not own?

Answer: The reglations require a refiner apphg for small refiner status to provide its
total corporate crude capacityits application.The definition of small refiner is limited to those
refiners with averagcrude capacitin 1998 less than or equal to 155,000 barrels per calendar
day(bpcd), and no more than 1,500 empgley in 1998.In determiningcrude capacitythe
regulations require refiners to include the crude capadtignysubsidiarycompanies, angarent
companyand subsidiaries of the parent compaamd anyoint venture partnersOther than
these speific entities, theregulations do not spefy which refineries must bancluded in the
crude capaty cakulation for snall refiner satus. See88 80.225 and 80.235.(a)(2)

The crude capacitymit was adopted to ensure that otriyly small companies who need
additiond time to comply can qudify for smadl refiner staus. Refiners who hae rdatively large
crudecapecity will likely bein abeter position to finace and instdl desulfurizaion equipment
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to meet the national standards in 2004, even if émagloyless than 1,500 peoplén addition,
the crudecapecity limit is intendad to limit thepotential environmentd impacts of thesmal
refiner standards, bgnsuringthat the volume ofagoline subject to such standards is not
significant. See65 R 6767.

EPA interprets its reglations to require refiners apphg for small refiner status to
include onlythe crude capacityn 1998 at refineries it owned, includingfineries owned by
subsidiaries, parent companies and subsidiaries of the parent compaumpartners in joint
ventures.Thus, refiners are not required to include crude capasdyg in 1998 pursuant to a
lease ageement with another refiner in which it has no ownership stékes approach is
consistat with thepurposs of thecapacity limit. First, ax agreement to lease crudecapecity is
not likely to significantly impect arefiner’s ability to finance and instdl desulfurizaion
equipment & its rdineries. While sut an agreement will have somevaue, we do not &pect it
will be sufficient to assist arefiner in generating capital to make refinery investments to reluce
sulfur in time to meet the national standards in 2004.

In addition, this interpretation will not increase the volumeasbline potentiallysubject
to the small refiner standardSmall refiner standards apghased on the small refiner’s baseline
sulfur level and basehe voume. These vales are callated for each oftie snall refiner’s
refineries. See88 80.245 and 80.250As described above, the crude capaatty facilityleased
by a small refiner is not considered part of the refiner's capamityurposes of small refiner
staus. Therefore tha facility is not @nsideed oneof thesmal refiner’s refineries, and is not
assigned a baseline sulfur level or volume under § 80.284s, production at that refinely
subject to the national sulfur standards.

6. Question: The sulfur rule sagthat a small refiner must producasgline byprocessing
crude oil throub a refineryprocessinginit. Does our refineryneet that requirement if we
produe gasolineby proassingcrudeoil through aproassingunit, but wesomeimes finish
creatingour batches throdmgthe later addition of other blendstocks at the reffhéffe add
components such as ethanol or raffinate to create the qualities we want in the finished batch.

Answer: Under 8§ 80.225(a), a small refiner is a refiner who processes crude oilithroug
refineryprocessinginits, emplogd an averagof no more than 1,500 people durik®p8, and
had an averagcrude capacitiess than or equal to 155,000 barrels per calendaioda®98. In
the situation described in this question, the refiner fits that part of the small refiner definition that
requires the refiner to be one who processes crude oil threfigeryprocessinginits, since the
refiner producesagoline byprocessingrude oil. The fact that the refiner majso finish a
batch throuf the later addition of other blendstocks does not affect its small refiner status.
However, the volume of blendstocks usedhmsy/refiner should be ekuded from the
determination of crude capagcitynless the blendstocks have underysubstantial
transformation througthe refiningprocess.

ALLOTMENTS AND CREDITS
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1. Question Should California gsoline be egluded from baseline calculations for
purposes of gneratingearlycredits?

Answer: Yes. California gasoline as defined in § 80.375 should beleded from 1997-
1998 baseline calculations for purposeseafegatingearlycredits, and also for purposes of
submittinga baseline under the small refiner, GPA or tempdnargship relief provisionsThe
sulfur regilations provide that Californiaagoline is not subject to amf the provisions of the
sulfur progam. See§ 80.200.This includes the baseline application provisions at 88 80.245 and
80.290, as well as the provisions for determirangual sulfur levels at 8 80.20%he sulfur
requlations also provide that the 1997-1998 sulfur baselines are based on the refiGéastRF
dumpingcompliance daa, as submittel to EPA in theRFG/anti-dumpingreports. Cdifornia
gasoline is gnerallyrequired to be eotuded from these report§ee ado EPA’s “Guidance to
Parties Submittingsasoline Sulfur Bseline Applications” (EPA420-S-00-001, March 2000),
which is postd on theOffice of Transportéion and Air Qudity web siteat:
http://lwww.epa.gv/otag/tr2Zhome.htm.

2. Question: The baseline submissiomigance is silent on the impact of refinery
acquisitions and sales on asgline sulfur baselinePlease provideugdance on how a refinery
sale or acquisition during997/1998 should be handled withaebto baseline establishment,

and how a refinergale/acquisition should be handled after 1998 and prior to subnaitting
baseline application (i.e, sale or acquisition dufi@§8-2000).1f a refiner did not produce
gasoline in 1997-1998 (for exnple, a recent start-up), how would that refiner establish a sulfur
basdine for credit generation? Is thee a proaess for resubmittinga basdine if a refinery is
sold/acquired after a baseline has been approved?

Answer: We interpret theregulations to rguirearefinery’s sulfur badine to be
calculated based on all of thasgline produced bthe refineryduring1997-1998, without reggd
to ownership.In the case of a refinetilat changd ownership durind997-1998, or after 1998,
we expect that anyglata required to establish the sulfur baselmegated prior to the new
owne’s acquisition of therefinery will be available to thenew owne for purposs of submitting
a baseline applicationf a refinerychangs ownership after its baseline is approved, the new
owner would need to submit a baseline application for the refuredgr § 80.290The new
owner would indicate in the application that the refireag received an approved baseline under
prior ownership.

For a refinerythat was not in operation in 1997-1998, we believe that sulfur data for at
least 12 consecutive months should be required to establish a sulfur baseline feddrly
generation. The baseline application for such a refingimpuld include data for thegpline
produced dung each gar he refnerywas n operaiton afer the refnerywas readtvated. Where
appropriate, the baseline for such refineries will be determined based on the annuel averag
sulfur content for the most recerday of operationWe intend to modifythe regilations to
provide for this situation in a future rulemaking
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3. Question: If a refiner believes that certain data submitted in the 1997-19G&R#-
dumpingbatch reports contains some inaccuracies (which would not have resulted in non-
compliance), can or should such data baweded from the data submitted to EPA for purposes
of establishinga 1997-1998 sulfur baseline?

Answer: We believe that such a determination would depend on the refiner’s specific
concerns.We sugest that anyrefiner who has concerns about data qualiysult with EPA
before submitting sulfur baseline application.

4, Question: Recenly issued gidance speftiies hat GTAB mustbe exluded fromthe
volume of gssoline for determining sulfur baselinePlease eglain whyGTAB is to be
excluded. Does this eglusion applyto both domestic importer-refiners and forergfiners?

Answer: The recenEPA guidance on basgle subnmssons spedies hatGTAB
(“gasoline treated as blendstock”) batch report data should not be included in baseline
determinations for sulfurSee* Guidance to Paties SubmittingGasoline Sulfur Basdine
Applications,” March 2000.This guidance was intended primarifigr domestic importer-
refiners who use GTABThe GTABapproach under the Rprogam is desiged to allow
domestic importer-refiners to correct off-spec importagbine byconductingremedial
blendingbefore it leaves the importer-refiner’s facilityn this situation, the GTAB used by
the pary as ablendstockand blended with other components to btimg product to
specifications.The regilations provide that onliinished @soline is to be included in the
baseline determinationTherefore, GTABbatches should be exded from baseline calculations
by importer-refiners, as described above.

In the case of a foreigefiner, baselines are determined based on the volume and sulfur
content of all of the finishedagoline produced at the foreigefinerythat is imported into the
U.S. See88 80.94(b) and 80.410(bJ>asoline is not desigted as GTABvhen it leaves the
foreign refinery It is not until the gsoline is imported into the U.S. that the product is
desigrated as GTAB byhe importer-refiner As a result, a foreigrefiner would not have any
basis upon which to elude from its baseline determination agagoline produced bthe
foreign refinerythat was imported into the U.S. in 1997-1998, includjagpline that was
subsequentlysed bythe importer-refiner as GTABTherefore, a foreigrefiner should include
in its baseline calculations alégpline that was imported into the U.S. in 1997-1998yriess
of whether anyf the gsoline was subsequenthged bythe importer-refiner as GTAB.

5. Question: If aforeign refiner registas and submits its sulfur Isaine for purpose of
generatingcredits in 2000, when can the fomeigefiner begn to desigate carges for credit
generation?

Answer: Early credits @nerated bya foreign refiner who has an approved sulfur baseline

will be based on all of theagoline produced bthe foreig refinerythat is imported into the U.S.
duringthe annual averagg period. Therefore, for the purpose of determingrgdits for the
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2000 annual averagy period, all shipments ofagoline produced at a foreigefineryand
exported to the U.Sfrom Jnuaryl, 2000, throug December 31, 2000, méag included in
calculatingthe refineris annual averagsulfur level. For credits gnerated in 2000, the foreig
refiner will be required to submit a sulfur reportfgpruary28, 2001, which includes data
relatingto the refineris sulfur baseline, the sulfur content and volume of és®lgne exyorted
to the U.S. bythe refineryduringthe averaimg period, and creditsegerated.

6. Question: The allotment pragm is verycomplex The calculation of allotments and/or
credits maybe a critical factor in a refinertompliance What mechanisms will be adopted by
EPA to avoid problems of refiner compliance due to misinterpretation and errors in calculations?

Answer: Althougdh the allotment pragm appears complewe believe that the
equations provided in 8 80.275 are stnéiigrward and relativelgasyto apply We will,
however, provide assistance to angmpanythat is havinglifficulty applyngthese provisions.

7. Question: Why are credits and allotmentsprssed in ppmailons and not in ppm-
barrels, since barrels or thousand barrels are the commercial units ueéddyg?

Answer: Consistent with the requirements under th&RiFogam, § 80.195(a)(2)
provides that, for purposes of sulfur compliance and repoitigmes are gxessed in glons.
Accordingy, credits and allotments are required to be calculated and reported in units of ppm-
galons. Although barrels maype the commercial units used fgfiners, the conversion from
barrels to gllons requires a simple calculation which should not impose an undue burden on
regulated parties.

8. Question: The reglations at § 80.275(a)(2)(i) discountpleyA sulfur allotments bg20
percentwhen he averag sufur conentis < 30 ppm whereaskhe prearble sates hatallotments
retain full value if the annual avemagulfur level i< 30 ppm. Similarly, 8 80.275(a)(2)(ii)
includes a 20 percent discount forpByA sulfur allotmentsWhich is correct, the reggations or
the preamble?

Answer: There is an inconsistenbgtween the regations and the preamble eeding
whether Type A sulfur allotments should be discounted when the refiner’'s a/etdiyr content
is <30 ppm. The approach we intended to adopt is the one stated in the preamble, in which
allotments retain full value if the annual avexaylfur level is30 ppm. See65 R 6759. We
intend to correct the equations at 8 80.275 in a future rulemaking

9. Question: In the preamble, an arple is gven of a refinerygeneratingallotments based
on a 2003 averagof 50 ppm and 20 ppnPlease demonstrate the credits and allotments
generated for each refinegnd under each scenario for 2003 in the table shown below to help
clarify how credits and allotments arengrated under various conditions.
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Baseline 2003a 2003b 2003c

Refinery A 25 35 25 20
Refiney B 50 50 25 40
RefineryC 100 50 25 80
RefineryD 300 50 25 240

Answer: The allotments and credits that would leaeyated in 2003 in the scenarios
described are as follows (assumedlog volume). (Note that we intend to modig8
80.274(a)(2)(i) and (ii) to delete the discount factor of 0.8 in these provisions - See Question 9
above.)

RefineryA (Baseline - 25 ppm)

a) Average 35 ppm (8 80.275(a)(2)(v))((25 - 35) x1) x 0.8 = 0 allotments
b) Average 25 ppm (8 80.275(a)(2)(iii)): (25 - 25)Ix= 0 allotments
c) Average 20 ppm (8 80.275(a)(2)(iii)): (25 - 20)Ix= 5 Type Ballotments

RefineryB (Baseline - 50 ppm)

a) Average 50 ppm (8 80.275(a)(2)(V)J(50 - 50) x1) x 0.8 = 0 allotments
b) Average 25 ppm (8 80.275(a)(2)(ii)X50 - 30) x1 = 20 Tye A allotments
(30 - 25) x1 = 5 Tye Ballotments
c) Average 40 ppm (8 80.275(a)(2)(v)Y(50 - 40) x1) x 0.8 = 8 Tye A allotments

RefineryC (Baseline - 100 ppm)

a) Average 50 ppm (8 80.275(a)(2)(v)J{100 - 50) x1) x 0.8 = 40 Tye A allotments
b) Average 25 ppm (8 80.275(a)(2)(ii)): (100 - 30)Lx= 70 Tye A allotments

(30 - 25) x1 =5 Tye Ballotments
c) Average 80 ppm (allotments/credits magt be gnerated under § 80.275(a)(2) if the refinery
avera@ is geater than 60 ppm; however, in thieeple, credits malge generated under 8§
80.305): 1 x (100 - 80) = 20 credits.

RefineryD (Baseline - 300 ppm)

a) Average 50 ppm (8 80.275(a)(2)(iv)):300 - 120) x1 = 180 credits

((120 - 50) x1) x 0.8 = 56 Tye A allotments
b) Average 25 ppm (8 80.275(a)(2)(i))(300 - 120) x1 = 180 credits

1 x90 =90 Tye A allotments

(30 - 25) x1 =5 Tye Ballotments
c) Average 240 ppm (allotments/credits magt be gnerated under § 80.275(a)(2) if the
refineryaverag is greaer than 60 ppmhowever, m this exanmple, credis may be gneraed
under § 80.305): 1 x (300 - 240) = 60 credits
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10. Question: Between 2000 and 2003, a refinexgn generate earhgulfur credits, which
would be reported to EPA, but the refinerguld not report angeficit (i.e., if the refinery
produced higer sulfur gsoline than its 1997-1998 baseline dur2@§0-2003).1f the refinerys
annual averagsulfur level in 2000-2003 egeds the refineryaseline, there is no violation of
EPA regilations as lon@s all RI& and anti-dumpingegulations are metAre these statements
correc®?

Answer: These statements are correct since there is no sulfur standard prior to 2004.
However, parties would be liable for amyproper credits that are claimed.

11. Question: The preamble say"Begnning July 1, 2000, certain requirements apdy
parties that voluntarilppt for earlysulfur reduction under the aveeagankingand trading
(ABT) provisions." Specifically what begns on dily 1, 20007?1s this date correct?

Answer: The NPRM proposed to require refiners who wishamegate credits during
2000-2003 to submit a sulfur baseline application to EPAulyyl, 2000. However, the date for
submission of a sulfur baseline application for eargdit generation was chamrg in the final
rule to September 30 of thear in which the refiner plans to begeneratingcredits. See§
80.290(a).Beginningin 2000, refiners who wish taegerate earlgredits are also required retain
records of the sulfur content of each batch producdatéyefineryfor anyyear in which the
refinerygenerates creditsln addition, refiners who are not alreaéygstered under the RFCG
progam must reggter with EPA bySeptember 30 of theegr prior to the firstgar of credit
generation, or byMay 10, 2000, for creditseperated in 2000.

12.  Question: In a scenario where two refineries are ownethkysame parent comparny
there anysituation in which one refinefGPA refinery could not use allotments and/or credits
that were gnerated byhe other refinerynon-GPA refinery?

Answer: Credits @nerated byhe non-GPA refinerfor anyother refinery maybe used
by the GPA rdinery for danonstraing compliance with therefinery’s GPA ggsolinestandad, if
used in accordance with the provisions for credit use in § 80 A8ltough allotments mayot
be used to achieve compliance with the refir@rimporter annual averagtandards at § 80.195
(except in 2005), allotments mde used to demonstrate compliance with the G#alme
standards.See8 80.216(d).Therefore, allotmentsegerated byhe non-GPA refinerynayalso
be used byhe GPA refinerjor demonstratingompliance with the refinelyy GPA standard, if
used in accordance with the provisions for allotment use in § 80.2Fgwever, in the
scenario described above, allotments would belgenerated if the comparng subject to the
corporate pool averagstandards under 8§ 80.216(f)(i.e., less than 50 percent of the company
gasoline production is GPAagoline.)

13.  Question: It is our understandintpat blender terminals are not able to establish a

baseline or gnerate earlgredits under the sulfur retations. Is this correct?If not, how would
a sulfur baseline be determined for that parfpr example, if a downstream terminal is
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regstered as a refiner and producesaline byblendinga naturallyproduced material such as
natural @soline or condensate with otheasgline blendingcomponents, how would that facility
be treated under the sulfur tégtions?

Answer: Under the sulfur ragations, anyperson who producesgpline byblending
blendstocks is a refiner subject to all of the standards and requirements of the sulfBee§i.
80.2(h) and (i).However, the sulfur redations specifyhat earlycredit generation is limited to
refiners who produceagoline from crude oil.See8 80.285(a).As a result, a refiner who only
produces gsoline byblendingblendstocks, such as blendingtural gsoline or condensate with
other blendinggcomponents, would not be able ngrate earlgredits, and therefore, would not
need to establish a sulfur baselitdowever, a blender refiner mawrticipate in the credit
progam in 2004 and thereafter based on reductions from the 30 ppm sulfur steé®eleid.
80.285(b). A blender refiner magenerate earlgredits at anf its refineries that produce
gasolinefrom audeoil.

14.  Question: Duringthe period of earlgredit ggneration (2000-2003), would a foreig
refiner be able to earn credits fasgline components ewrrted to the U.S. for blendingto
finished @soline?

Answer: Under the reglations, earlycredits are gnerated based on finishedsgline
produced duringhe averaig period. See§ 80.305.As a result, a refiner would not be able to
generate earlgredits based oragoline componentsAs discussed in Question 13 above, the
blender refiner who blends the components into finistasdlme also would not be able to
generate earlgredits, since the raetations onlyallow refiners who produceagoline from crude
oil to generate early credits.

15. Question: Can allotments beegerated bylender refiners who combine blendstocks
with finished gsoline downstream from the refin@ry

Answer: EPA intended for gneration of earlallotments, like earlABT credits, to be
limited to refiners who producesspline from crude oilWe intend torevise the regjations in
accordance W this approachn a fuure ruemaking. Like ABT credis, blender refners nay
generate allotments in 2004 and 2005.

16. Question: Section 80.315 states that the credit transferor must apglyredits

necessaryo meetthe ransferor’'s apptabke averag sandard beforerénsferrng credis to any
other refiner or importer, and that no credits rhaytransferred that would result in the transferor
havinga negtive balance.lt is not clear whya refiner can carrgver a negive balance under 8§
80.205(e) because he blendednhhsglfur gasoline, but not because the refiner sold credits.

Answer: Section 80.205(e) is included in the uégions to provide additional fl@ility

in the earlyyears of the sulfur pragm for those refiners who have difficultyeetingthe sulfur
stendad dueto drcumstances sud as an unepected shutdown or & inability to obtan suffident
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credits. Under this provision, such refiners are not required to purchase credits before utilizing

the deficit carryover provisions. However, EPA believes that a refiner who hasegated or

otherwise obtained credits should use those credits to achieve compliance in the event of a deficit
rather than transferriniipe credits and cating the deficit over to the néxaveragng period. As

a result, the ragations provide that a refiner mawpt transfer credits if doingp would create a

deficit for that refiner for that averang period.

17.  Question: There s significantdifference bewveen "refner" and "refinery’. Portions of
theregulations usée'refiner” where "refinery” is thegppropride term. While it may beclear from
the contekthat 'refinery' is meant, tetxshould be charegl to avoid anyossible
misunderstandirgy

Answer: We agree with thecomment and intend to m&e these clarifications in afuture
rulemaking These clarifications would not affect the uégoryrequirements in the current final
rule.

SAMPLING AND TESTING

1. Question Can a refiner or importer usespline sulfur test methods other than ASTM D
2622-98, especiallfor sulfur levels of 10 ppm and less?

Answer: The rule desigates ASTM D 2622 as the benchmark test methoalHigh
compliance will be deermined, and thd is thetest thd the Agency typically will usein
establishingcompliance.However, the rule does permit alternative test methods to be used for
affirmative defense purposes, but oiflthe alternative test method has been appropriately
correlated to the regatorymethod, and the alternative test protocols have been follo%eel 8
80.330(c). EPA hopes to publish a proposal for a performance based measurersems syle
(PBMS), whidh would ultimaely codify standadized proedures by which apaty may qudify
alternative test methods.

2. Question: If a refiner produces asgpline batch less than 10 ppm sulfurA§TM D-
2622, how can an avemage obtained with this test method without logimglower sulfur level
bath in the averag? For exanple:

Batch 1 100,000 BBLs at 32 ppm S.

Batch 2 20,000 BBLs at 1 ppm S.

Average usinglppm actual S would be 29.33 ppm

Average usinglO ppm S D-2622 (lower detectable level) would be 30.83 ppm

Can EPA specifya method that actuallyjeasures less than 10 ppm to determine

measurements below 10 ppm sulfuriflustryneeds some additional clarification on use of
method D- 2622 for determiningalues less than 10-20 ppm.

17



Answer: The test method D-2622 was oniglly selected because the technique of
Wavelengh Dispersive X-rayHuorescence has been widdigmonstrated to &ibit excellent
linearity with little or no bi& across therange of sulfur @ncentraions preent in ommecial
motor fue mixtures. This &sence of biasis centrd to theconcerns reyarding variability a very
low levels of sulfur in motor fuks.

In general, EPA believes that the method selected, D-2622, has demonstrated sufficient
linearity tha results mg beentered for ther actud reading, not truneted to thelimit of
guantification (LOQ) when theactud readingis lowe. For example, if the laboragory in
guestion believes that theiOQ is 10 ppm, and a particular sample actuaads as containing
5 ppm, the answer does not have to be obthtay10 ppm for reporting

In the e;xample presented in the question, the result for the 1 ppm sample is either
truncated to the method’s0Q, or assumed to be read at the upper limit of its statistical
boundary(in other words, the readivgas as bad as it could acceptaidy. While this may
yield a non-comping averag in this case, in fact the case is not representative of what is
realisticallyexpected in commerceAccordingto the reglation, the reportingeriod for the
averagng of sulfur results is onesar. EPA is not aware of refineries that can afford to produce
only two batches in aear.

Because the selected method is assumed to be linear and without bias, it is reasonable to
assume that over the oneay reportingperiod, the randomness that occurs in sulfur
measurement will average to zeo. Tha is, hich results will have offseting low results. This is
the definition of ero bias.

In fact, EPA believes that this sample problem can be contrived f@moamyonly
available test method, as all test methods demonstrate soree dégandomness in their use.
In addition, this randomness is not confined to the lower end of the concentration scale.
Typically, ASTM variability rates are epressed as a function of concentratidimis means that
in most @ses, thevariability in results from senples mntaning higher concentraions ae greater
in absoluteterms than thevariability of sanples of lowe conaentraions. For example, if a
method has a variabilityate that is epressed as variability conc. * 10 percent, a sample
containing500 ppm could be read as off &y much as 50 ppm, while a sample contai@ihg
ppm could be read as off layly up to 2 ppm.Since the actual averag scheme is a linear one,
the50 ppm eror will clearly dominae.

As in the eample in the question, this is a contrived situation, unlitelye seen in
commerce.In fact, most ASTM test methods have variabilitsit is epressed as a combination
of a proportional part and a linear pafthis example does serve to demonstrate that within the
averagng scheme in the regation, smaller individual results have much less impact on the
overal averagd resul thatlarger ones.

EPA believes that if test method D-2622 is calibrated carefulth particular attention
pad to theorigin by theinclusion of blaks in thecalibration standad se, thevariability tha
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results from samples of lower concentration will be avestamut over the reportingeriod. The
outcome of this will be that inappropriatelpncompliant averas will not be observed.

3. Question: What test requirements iskfor determination of the sulfur content of
denatured ethanolWhat test method must be used to determine the sulfur content of ethanol?
In the absence of an approved test method, whdagce can the Aancyprovide fuel ethanol
producers to avoid a violation®/ill the Agencyconsider postponingnforcement of the ethanol
sulfur specification until an ASTM test method for sulfur in ethanol is established?

Answer: The reglations do not require an ethanol blender, producer or supplier to test
ethanol for sulfur contentThe regilations do prohibit blendindenatured ethanol int@spline
if the sutur conentof the denatred ehanolexceeds 30 ppmSee§ 80.385(e). W expect the
sulfur content of denatured ethanol would seldom approach 30 ppm under current ethanol
production industryractices.To address ethanol blender concerns about the possible receipt of
high sulfur ethanol, however, these blendershihapoose to establish commerciald.,
contractual) arrarggnents with their suppliers to ordypplyethanol whose sulfur content does
not exceed 30 ppmFurther, the ethanol blenders could create quatisurance progms which
periodically testreceved ehanolfor conpliance of sulur conent

We believe that ASTM D 2622-98, the dasided method for testirfgr sulfur content of
gasoline will be useble for this testing purposeas long as the calibration of theinstrument is
performed wih an ehanolblend hatis represergtive of he samples thatare eyeced b be
tested. Since we believe this ASTM method is sufficienthecise to determine if the sulfur
content of the denatured ethanoteads 30 ppm, we do not believe there is a need to postpone
enforcenent

4, Question: Section 80.46(a) was amendedthg rule to require the use of ASTM D-
3246 to determine the sulfur content of butakany refiners and butane suppliers do not
currentlyuse that methodRequiringa new method prior to the 2004 effective date of the
gasolinesulfur stadads would becostly for these companies. Wha is theeffective date for the
use of ASTM D 3246-96 for testifgutane for sulfur content?

Answer: The final gsoline sulfur rulemakingmended 40 ¥ § 80.46(a) to require the
use of ASTM D 3246-96 to determine the sulfur content of butaealiihot intend to require
the use of this new test method to be effective immediaWly intended that it should take
effect Anuaryl, 2004, when a butane sulfur content standard becomes effective for refiners who
produce gsoline byblendingbutane to previouslgertified gsoline. Until Januaryl, 2004, any
appropriate ASTM method mde used for testintpe sulfur content of butan&Ve intend to
take reglatoryaction to clarify the effective date of the relgtorybutane test method.

5. Question: Under 8§ 80.330(a), a refiner or importer must sample and test each batch of

gasolinefor sulfur ontent prior to shippinghe gasolinefrom therefinery or import faility ,
effective dnuaryl, 2004, or duaryl of the first yar of credit gneration, whichever comes
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first. Paragaph (a)(3) provides an egption to the requirement to test before thsoline leaves
thefacility for paties who tst mmpositel sanples. Is arefinery tha tests eery bach of
conventional gsoline producedi.@., does not test composite sample®regt from the
requirement to test prior to thespline leavinghe refinery prior to 2004?

Answer: Under the provisions of § 80.330(a), all refiners and importers who participate
in eary credis or alotments generaton woull be requied b test each bath of gasoline hey
produe or import for sulfur ontent prior to thegasolineleaving thefacility , except tha: (1)
parties who collect and test composited samples of conventiasairg would be allowed to
continue that practice untibduaryl, 2004; and (2) parties who have approved in-line blending
waivers are eanpt from the requiement to test before he gsoline keaveshe refneryeven afér
standards g into effect startinganuaryl, 2004. The rule did not address whether parties who
currenty testeach bath of gasoline bytesting a represemtive sanple taken fromthe
certification tank (i.e., who do notest conposte sanples) woull be exermpt from testing each
batch prior to the @soline leavinghe facility prior to dnuaryl1, 2004. We did not intend to
make refiners who test evepatch of CG to have more severe requirements than refiners who
test composite sample&intil Januaryl, 2004, refiners who test each batchasiojne may
release the gasolineprior to obtaning atest result. We intend to darify this in atechnical
amendment to the ratation.

6. Question: Is a conventional gsoline refinery participatingin earlycredits gneration,
and usingn-line blending required to have an in-line blendingiver in order to participate in
theearly credit generation progam (i.e.,prior to 2004)?

Answer: Section 80.330 requires that a refinenyst determine the sulfur content each
batch of conventionalagoline or R produced prior to theagoline leavinghe refineryunless
the refineryhas an approved in-line blendingiver under 8§ 80.65(f)(4)A refinerythat
currentlyproduces conventionabgpline byin-line blendingbut has no in-line blendingaiver
cannot participate in the eardyedits progam unless it obtains an in-line blendivgiver.
However, the in-line blendingaiver for conventionalagoline is onlyrequired to address sulfur
sanpling and andysis. We will make every effort to review in-line blendingwaivers promptly
Where gppropride, EPA my determinetha thein-line blendingwalver may apply retroactively
to thedae tha therefinery first me al requirements for an in-line blendingwaiver.

7. Question: If arefinery tha is paticipating in theearly credits progam is testing
composite samples of conventionasgline prior to 2004, must it nevertheless retain samples
from each batch ofagoline produced?

Answer: Section 80.335(a) provides that begngJanuaryl, 2004, or duaryl of the
first year allotments or credits arengrated under 88 80.275 and 80.305, whichever is earlier, a
refiner must retain representative samples of #selme batch samples anadyg under the
requirements of this subpart€omposited samples are treated as representative ola lsatch
of gasoline. See8 80.330(a)(3).Compositingof samples for sulfur testiqaurposes is allowed
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until Januaryl, 2004.Hence, prior toauaryl, 2004, those refiners who ansdycomposited
samples of conventionaégpline are required onlty retain portions of the composited samples
pursuant to 88 80.330(a)(3) and 80.335(a)(1).

8. Question: Section 80.335(a)(2) requires refiners to retain sample portions for the most
recent20 samples colecied, or for each sapte colleced durhgthe nostrecent21 dayperiod,
whichever is geater. Is a refinerythat produces onlgne or two batches oggpline per gar
required to retain samples for up to 10 or 2arg?

Answer: Thecited section of theregulation speifies the minimum numbeof bach
samples from a refineryvhich once created, must be maintained (twerhe regilation does
not specificallyaddress the mamum amount of time that arparticular sample must be
maintained.This was not considered to be an issue since tlea@gssumed that refineries and
importers produce or import a substantial amount of batches eaclsych parties would
accrue he twwenty bath minimum in rektively shortorder, soliattheywould effectvely be abé
to dispose of angdditional, older samples quicklyrhis question indicates, however, that at
leastone refner or mporter handes kss han a handfubf bathes eachegar, sohatits bath
samples migt have to be retained for antemsive amount of time, such as between ten and
twentyyears. The Agencydid not intend for refiners to be required to maintain sulfur samples
for an exessive amount of timé/Ve will address this issue thrdug future rulemaking

9. Question Several denaturants are used for fuel ethanol, includingentional gsoline,
raffinate, LSR gasoline and naturalagoline. The predominant denaturant used is natural
gasoline, which could be described as asgline blendstock.Does EPA intend to treat an
oxygenate blender usingthanol denatured with denaturants other than unleadetirge as a
“refiner” for the purposes €r 2 conpliance?

Answer: The gsoline sulfur rule states thatygenate blenders who blendygenate
into gasoline downstream of the refinesye not subject to the rule’s refiner requirements, but
are, instead, subject to downstream standards and prohibiBee8.80.212.The Agency
interprets the term ggenate blenders under thasgline sulfur rule to include those ethanol
blenders who blend ethanol intesgline, even thougthe ethanolmaycontain gsoline
denaturants, in a manner consistent with ASTM specifications, which are not unlesaleteg
This indusiveinterpretation m&es thegasolinesulfur rulés trestment of éhanol blende's
consistent with that found under the ®EG and oygenate blender progms. Under these
progams, ethanol blenders, Bedless of the denaturant involved, arempted from those
provisions of the pragms under 40 GF Part 80 which are applicable omtyrefiners and
importers of gsoline. The rationale for this inclusion under these paogs is that the blending
of only denatured ethanol (up to 10 percenvblume) should not cause thasgline to violate
the RFG/CG voldility standads, whee theethanol is alded in compliance with regulatory
requirements and whee theblended oxygenae does not othewise affect the quantity or qudity
of gasoline.

The Agencybelieves that the same rationale applies under the sulfuiapnpgrovided
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that the ethanol blender does not blend into #selge ethanol containingiore than 30 ppm

sulfur. Compliance with this sulfur content prohibition should ensure compliance of the blended
gasoline with the low sulfur requirements of the rulRue to this prohibition, the Agncy

bdieves tha maket forces will ensurethe useof low sulfur deaurants in ¢hanol to besold to

ethanol blenders.

10. Question: A refiner produces a batch odspline at its refinerylt collects a sample of
the gasoline and conducts certification testinbhe sulfur content test result is less than the 80
ppm refinerylevel standard.The gasoline is then moved to another tank within the refinery
where it is comminded with severa othe certified baches whosecertific ation test results wee
also less than 80 ppnThe gsoline is sampled and tested subsequent to meavgd. Does the
95 ppm downstream sulfur standard agplyhis subsequent test result?

Answer: The downstream standard applies to samplessafiige subsequent to
movement of theagoline from the tank in which certification samplisgconducted, even when
these subsguent sanples ae collected within therefinery or import f&ility where thegasolineis
produced or importedThus, a refiner or importer mapnduct a qualitassurance progm of
the gasolinelocated a therefinery or import faility tha previously has been certified, and gply
the downstram cap standad when evaluaing thequdity assurace sanples.

11. Question: A refiner or importer produces or imports a batchasbgine and collects a
sanple of tha gasolinefor certification testing Therefiner’'s or importe’s certification test
result for thegasolineis less tha 80 ppm.EPA t&kes asample of thesane bach of gasoline
from the certification tank(Or a refiner or importer submits a retained sample of certified
gasolineto EPA.) The EPA test result for thegasolineis greater than the80 ppm rénery level
standard. Would EPA consider the sample to be in violation of the refiteargl cap standard?
Under the same scenario, but where the EPA test result is also under 80 ppnread¢isiman
the refiner’s test result, would EPA consider the refiner’s test result invalid for purposes of
calculatingthe averag annual sulfur level of the refiner’sspline?

Answer: EPA would determine whether the batch is in violation of the cap standard
based on whéer t exceedslie 80 ppnrefinerylevel standard.If the EFA testresut is greaer
than 95 ppm, the batch would be in violation, sincetasyresult over 95 ppm exeds ASM
reproducibilityfor gasoline whose true sulfur value is less than 80 pdrthe EPA test result is
greater than 80 ppm but less than 95 ppm, EPA would reserve hhéoridetermine whether the
true sulfur value of the sample isegter than the 80 ppm refindgyvel cap. EPA could make
this determination bgonductingmultiple analges on the sample, Ispbmittingthe sample to
othea laboraories for testing by testingothe sanples @llected from thesane bach of gasoling
or byanyother means that wouldwg EPA sufficient confidence that the sulfur level of the
sanple exceeds 80 ppm

In the second scenario, EPA would consider the refiner's annual esalaglations to
be incorrect if we determine that the refiner’s test results demonstrate a bias in favor of batch
certification testingfor sulfur ontent tha is less tha thetruevaue. EPA midht dégermine sudh
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a bias, for eample, based on testirgseries of retains or other samples, and compBa#gs
sulfur results with those of the refindt.is possible for such a bias toigbeven thoul all
samples tested are under the cap standard, and eveh i€&Results do not necessadijfer
from the refiner’'s bygreater than ASTM reproducibility

DOWNSTREAM TESTING FOR SRGAS

1. Question: When we tansfer gsoline fromour erminals we gnerae two PTDs for each
transfer: (1)a bill of ladingBOL) from the terminal for custodyansfer, and (2) an invoice
geneated bytheaccountingstdf for title transfe. Thesetwo PTDs & generated not onlyat
different locations, but also Wifferent progams. W cannot realisticallguarantee that the
accountingdepartment’s invoice PTD will have the same information on it as to S-RGAS status
as will the terminal’s BL. This is because the S-RGAS status information musérerated

basal on testingwhich will only bepeaformed a thetermind. We do not hae an automded

process to trasfe this dangng staus informaion from thetermind to theaccounting

depatment. Theefore to ensureconsistacy beween thetwo PTDs, wewill have to rdy on the
prompt, accurate transmittal of this information 100 percent of the t8ueh foolproof, 100
percent successful, manual transmittal of vayB-RGAS status information cannot be assumed.
How can we prevent PTD violations from occurrohge to the vaipg manner in which we

creae our o PTDs?

Answer: The regllation requres haton each occasn when downseamparies transfer
title or austodyto S- RGAS or mitures of this @s, thetransfaor must providehetransfaee
product transfer documentation ideniify the S-RGAS status and standard applicable to such
gasoline See8 80.210(e)(2). Whether the gsoline is classified as S-RGAS on the PTD
depends upon theagpline beingcomprised in whole or in part ofBGAS the receipt of a D
statingthat the product is-RGAS and a test result confirmirtgat the sulfur content egeds
the regilatorythreshold under § 80.210(d)(3)he intent of these PTD identification
requirements is to provide the transferee with accurR&AS information about theagoline
beingreceved. If a downteamparty transferrng cusbdy of gasoline provdes accurat
information as to S-RGAS status and sulfur standard, as applicable, @Lit® Bs transferee,
the Agencybeleves hatthis goal of accurag SR-GAS information ransmssbon is effecively
sdisfied. Therefore in situdions in whid both acustodyPTD and aseaate title PTD ae
geneaated by adownstram paty for thesame gasoline the Agency will conside the requirement
of SRGAS status and sindard tansmssbon saisfied i the cusbdy transfer D accurag¢ly
provides the required information, and the title transfer PTD also provides that same information,
or it indicates that the S-RGAS information is contained on the cuBoDy

2. Question: Truckers maybtain both premiumagoline and reglar gasoline from a
terminal in order to supplg retail outlet with midgade @soline. In such cases, if a truck obtains
aload of gasolinefrom atermind tha consists of anixture of gasolinefrom atermind tank tha

is properlydesignated as S-RGAS, anadspline from another tank that is not S-RGAS, how
must the terminal and trucker clasdife gsoline, and must an additional sample be obtained
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and tested of the combined product from the 2 setaigks?

Answer: Theregulation speificaly exempts gsolinein trudks from thetesting
requirement for S-RGAS, and instead allows truckers toomrele test result of the terminal
supplyng the truck carrier.See§ 80.210(d)(4).Where a tanker truck receives a load of
midgrade @soline that is comprised of S-RGAS and non-S-RGAS dispensed into the same
compartment for the purpose of makimidgade @soline, whether throdmin-line blendingor
otherwise, the transferre@spline could properlye classified on the PTD as S-RGAS, provided
tha theintent was to ceate mid-grade gasoline However, If ardatively smdl volume of S-

RGAS were to be blended with non-S-RGAS, tesofine in the tanker truck could not be
classified as S-RGAS, since such blendsgot consistent with the need to make madg
gasolinefrom premium and regular gasoline

3. Question: A terminal provides gsoline to a truck at the terminal’s truck rack at the
same time the terminal is receiviggsoline into the same stomg¢ank that is supplyg the
truck. The gasoline alreadyn the terminal’s storagtank is properlglassified as containing-
RGAS before the new deliveof gasoline into the tankThe new deliveryf gasoline into the
terminal’s tank is not classified lilye pipeline as S-RGASHow should the gsoline being
supplied to the truck be classified on the terminal’'s PTDs, and at what point does the
classficaton chang?

Answer: Under the reglation, the terminal must obtain a representative sample of
gasoline fromthe sbrage tank and estit for sufur conentafter recept of the new bad of
gasolineinto thetermind tank in orde to cntinueto qudify thegasolinein thetank as S-RGAS
(8 80.210(d)(3)).Assumingthe new receipt ofagoline is loaded into the terminal stoeagnk
as per normal practices, the terminal would not be required to retest the tank to determine if it
still qualifies as S-RGAS until the new load is fulgceived into the storagank. Until that
time, in the above scenario, the truck carrier couldibenga PTD desitatingthe gsoline as S-
RGAS. Subsequent to the full receipt of thasgline into the storagtank, however, a new
sample must be obtained from the tank and be tested to determine if cortiinciegsify
gasolinein thetank as S-RGAS (on PTDs), is stillpgoropride.

4, Question: Assumethat the gsoline contained in the stomag¢ank is not classified as S-
RGASwhen the truck begs to receive product, buagpline classified byhe pipeline as-S
RGAS is béng loaded into thetermind storage tank from apipdine as thetrudk is beng loaded.
Thegasolinegoing into thetermind storae tank is beng bottom-loaled, and thegasolinegoing
to the truck rack is also drawn from near the bottom of the terminal sttanak;, May the
terminal classifythe gsoline beingoaded to the truck as S-RGAS even thotlge @soline in
the terminal storagtank is currentlglassified as non-S-RGAS and maymatelybe classified
as non-SRGAS after samplingand testingsubsequent to full receipt of the new load afajine
from thepipdine?

Answer: Unde theregulation thetermind must saple and test its ggasolinesubsguent
to the recept of the ransferred gsoline nto the erminal storage tank in order b quaify the
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gasoline in the tank as S-RGA%lowever, it is a common industpyactice for terminals to
supplygasoline from a storagtank at the same time the tank is also receproguct from a
pipeline. Where adad of gsoline hatis classfied bythe ppeline as SRGAS is being receved
into the terminal storagtank, until full receipt of the load, a sample that meets the requirements
of the regilation cannot be obtained from the tafdven when a sample is ultimatégken and
tested subsequent full recept of the lbad fromthe ppeline, he sarmple may notacualy be
represerdtive of he gasoline hathad prevously been baded mto the tuck, becausenimany
situaions thegasolineis beng bottom-loaled into thetermind storage tank and is dso béng
suppled to the tuck rack fromthe botom. Therefore, lte tuck may have receied gsoline hat
would not have the same sulfur test result as would a sample that was obtained from the
completed miture. Since parties will not encounter this issue uraiuhry, 2004, we are
studyng the situation, and will address it thrdugppropriate laterugdance, either throiga
Q&A response or throlgregulatoryaction prior to that time.

CALIF ORNIA GASOLINE EXEMP TION

1. Question: Ceatain maropolitan aeas in thewestan U.S. (but outsidef Cdifornia) may
obtain fuel progam waivers and adopt pn@gns that require the use @sgline meeting
California requirements on at least a seasonal b&sistion 80.375(c) specifies that desited
Cdifornia gasolinemust ultimaely beusel in thestae of Cdifornia and not ésevhere, and tha
desigrated California gsoline must be kept seggated from gsoline that is not California
gasoline at all points in the distributionsggm. The segegation requirement could impose a
burden on supping California gsoline to a non-California area subject to a staterpmg
requiringCalifornia gsoline. Do federal rules preempt these states from makireguirement
for California gsoline use?If not, would EPA consider removal of the ssggtion requirement?

Answer: EPA'’s adoption of gsoline sulfur standards preempts state actions to prescribe
or enforce fuel sulfur controlsStates desiringp have gsoline sulfur control pragms approved
in their SPs need to obtain a waiver of EPA’s preemption under 8 211(c)(4)(C) of the Clean Air
Act. See65 R at 6765.1t is possible that state fuel progam would require the sale oéspline
meeting CARB standads within thestae's jurisdidion as ameans of @mpliance with thestae
progam. The current regulations rejuire Cdifornia gasolineto ultimaely beusal in Cdifornia
to be exempt from the sulfur standardgVe are reviewingssues related to the application of this
limitation in the situation whereagoline meetingCARB standards malye required under a state
progam that has received a 8 211(c)(4)(C) waiver from ERR will address these issues in a
future guidance or rulemaking

2. Question: Must a refinerythat produces both Californiagpline and federal RE
desighate each batch produced as either federal RFG or Calif@soérg, and maintain
segegation of both products, even thduthe @soline meets the requirements of both paogs?

Answer: Section 80.375(c) requires that each batch of Califorasalme be desigated
as such byhe refiner or importer, and that Californiasgline be seggated from gsoline that is
not California gsoline at all points in the distributionsggm. The desigation and saggation
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requirements for Californiaagoline are necessaty assure the enforceabiliby the federal
gasoline sulfur rule and RFG ruléBecause the federal sulfur rule refinstgndard is an annual
avera@ standard, there would be no wayensure that a refineproducingboth California
gasolineand federa gasolineis in mmpliance with theaverage standad unless @gsoline
desigated for California use is actuallged in California andagoline desigated for 49 state
use is actuallysed in the 49 states.
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Gasoline Sulfur Rule Questions and Aswers

The followingare responses to questions receivethbyEnvironmental i®tection
Agency(EPA) concerninghe manner in which the EPA intends to implement and assure
compliance with theasoline sulfur reglations at 40 CR Part 80.This document was prepared
by EPAS Office of Air and Radiation, Office of Transportation and Air Quaétyd the Office of
Enforcenentand mpliance Assurance, Offe of Regulatory Enforcenent

Regulated paties ma usethis doament to ad in achieving compliance with thegasoline
sulfur regilations. However, this document does not in avgy alter the requirements of these
regulations. While theanswe's providel in this doament represent the Agency's interpretation
and gneral plans for implementation of the végtions at this time, some of the responses may
chang as addionalinformation beconss avalable or ashe Agencyfurther congilers cerin
issues.

This quidance document does not establish or caéeggl rights or obligtions. It does
not establish bindingules or requirements and is not fullgterminative of the issues addressed.
Agency decisions in ay paticular case will be made gpplying thelaw and regulations on the
bass of spedic facs and aatal acion.

While we have dempted to include answersotal questons receied b dag, the
necessityfor policy decisions and/or resource constraints fmaye prevented the inclusion of
certain questions. Questions not asweed in this doament will be answeaed in asubsguent
document.The Agencyintends to provide angdditional responses aspexlitiouslyas possible.
Questions that merehgquire a justification of the ratations, or that have previouddgen
answeed or disaisseél in thepreamble to theregulations hae been omitted.

COMPLIANCE

1. Question: Is a parent compamgsponsible for compilyg with the corporate pool
avera@ standards in 2004 and 2005 for all of the refineries ownéd bybsidiaries in addition
to all of its own refineries?

Answer: Section 80.195(c) provides that the corporate pool agestagpdards in 2004
and 2005 are the memum averag sulfur levels allowed for a refiner’s or importerasgline
production from all of the refiner’s refineries or adsgline imported byn importer in a



calendar gar. The preamble to the final rule states that, for purposes of compliance with the
corporate pool averagstandards, a parent compasgonsidered to be the refiner of amjinery
facilities ownal by wholly-owned subsidiaes of thepaent company. As sud, theparent
companymust complywith the corporate pool averagtandards for these facilitieln its
conmpliance catulations, he parentonmpanymustinclude the gsoline produced anyrefineries
it owns, plus the @soline produced at amgfineries owned bits wholly-owned subsidiaries.
See65 R 6698, 6755 (Ebruaryl0, 2000).We believe, however, that parties should have the
option to complywith the corporate pool avermgtandards on a corporate parent level or a
subsidiay level. As aresult, aparent compaly may demonstrae compliance with thecorporade
pool averag standards based on all of tlasa)ine produced at all refineries ownedtbg parent
companyand the parent compasywholly-owned subsidiaries, or, the parent compauay be
deemed in compliance if it demonstraes compliance for thegasolineprodued & dl of its own
refineries and each ohé parentonpanys subdiiaries denonstates conpliance for he

gasoline produced at all of its own refinerieBhe environmental benefits of the sulfur rule
would not be compromised l@lowing this option, since compliance on the level of each
subsidiarywould result in the corporate pool avezaggandard beinget bya geater number of
pools with fewer refineries in each pool over which to awethg sulfur contentWe intend to
modify the regilations to clarifythis option in a future rulemakindgn anycase, the parent
companywould remain liable for anyiolations bythe subsidiary See§ 80.395(a)(11).

Similarly, whee refineries are ownel by subsidiaies of aforeign paent compay, the
foreign parent compangaydemonstrate compliance with the corporate pool standards for all of
the gasoline produced at refineries ownedthg foreign parent compang wholly-owned U.S.
subsdiaries, or each U.Subsdiary owned bythe foregn parenttonpanymay denonstate
compliance with the corporate pool standards for its own refineNesndicated above, in any
case, the foreigparent companyould remain liable for anyiolations bythe subsidiary
Where the foreig parent compangemonstrates compliance with the corporate pool standards
for its U.S. subsidiges, any gasolineimportad into theU.S. tha was produed a theforeign
parent comparnig foreign refineries, or at refineries owned foyeign subsidiaries of the foreig
parent companywvould not be included in the parent compargompliance calculations, since
the regilations provide that the sulfur standards, includivegcorporate pool averagtandards,
are me by theimporte for dl imported gasoline SeeS 80.195(a)(4).

2. Question: Theregulations stée tha apatner to ajoint venturemay includethejoint
venture refineryn its corporate poollf a foreign corporation is a partner in a U.S. refingit
venture, and also owns a U.S. subsidianych has several refineries, can the U.S. subsidiary
establish a corporate pool composed of its refineries and therf@aignt's U.S. joint venture
refinery?

Answer: Section 80.195(c) provides that a partner to a joint venturamobde one or
more of the joint venture refineries in its corporate pdd.discussed in Question 1 above, a
parent companydomestic or foreig, maydemonstrate compliance with the corporate pool
avera@ sandards forhe refneries owned byts wholly-owned subsliaries, or each sulaiary



can individuallydemonstrate compliance with the corporate pool aeestapdards for its own
refineries. As a result, in the scenario described above, if the parent cordpamnstrates
compliance with the corporate pool standards for its subsjdieyparent companyayinclude

its joint venture refineryn its corporate poolHowever, if the parent compaisysubsidiary
individually demonstrates compliance with the corporate pool ages@mdards for its refineries,
rather than theparent company demonstraing compliance for thesubsidiay’s refineries, then the
subsidiarymayonly include in its pool a refinergr refineries owned b joint venture to which
the subsidiarytself is a partnerSuch subsidiarynaynot include refineries owned layjoint
venture to which the parent, but not the subsidiarg partner.

3. Question: The sulfur reglations allow refiners and importers to include ethanol added
downstream in compliance calculationghe denaturants used in ethanol usuedigtain some
amount of sulfur.Should the sulfur content of the denatured ethanol be included in calculations
for purposes of compliance and credihgration?

Answer: Section 80.205(c) provides that a refiner or importer imelyde oxgenates
added downstram from therefinery or import faility when caculating therefinery’'s or
importer’'s annual averagsulfur content, provided that the refiner or importer complies with the
requirements under 8§ 80.69(a) or § 80.101(d)(4)(ii) of thé/BRti-dumpingegulations, as
applicable, for includinguch oygenates.These sections of the Bfanti-dumpingegulations
do not require refiners to include in compliance calculations the properties of the denaturant
added to the ethanol downstreaiherefore, for purposes of demonstratoognpliance with the
sulfur standards oregeratingcredits or allotments, the sulfur content of the denaturant in ethanol
is not required to be included in the calculations under § 80 28tndicated in the preamble to
the final sulfur rule, where ethanol is included in the refimempliance calculations, refiners
assume this ethanol has no sulfur cont&ee65 R at 6800. Section 80.385(e) prohibits any
partyfrom blendinginto gasoline denatured ethanol with a sulfur contenhérghan 30 ppmln
amounts of 30 ppm or below, we believe that the sulfur in the denatured ethanol will not have a
measurable impact on the sulfur level of thsaline to which the ethanol is added.

4, Question: In the preamble to the final sulfur rule, EPA stated that ggemate blender
who uses blendstock as a denaturant, insteadsofige, is a refiner under the rdgtions. Does
this mean that such anygenate blender is subject to all of the requirements for refiners under
the sulfur rule?

Answer: The prearble to the final rule states hatan oxgenat blender who uses
blendstock instead of finishe@spline as a denaturant for ethanol is a “refiner” under the
regulations. As such, the oygenate blender is required to demonstrate compliance with the
sulfur standards for the denatured ethanol added tasiodinge. 65 AR at 6800.

The preamble discussion cited above reflects a concern that a blendstock used as a
denaturant could have a muchhmeg sulfur content than finishedspline, which is subject to the
30 ppm averag sulfur standardThe final rule, however, contains a provision which prohibits an



ethanol blender from blendingto gasoline denatured ethanol with a sulfur contenhérghan
30 ppm. 8§ 80.385(e).This prohibition applies regdless of whether the denaturant used is
finished @soline or a blendstock.

We believe that the prohibition in § 80.385(e) adequaddijresses the concern raised in
the preamble regding the use of a blendstock as a denaturant rather than finisbalthg. As
a result, we do not believe there is a nece$sitguch oygenate blenders to demonstrate
compliance with thesulfur stadads for theblendsto& usel as adenaurant, or to fulfill the
requirements for refiners under theuksdions. Therefore, we are withdrawirte preamble
discussion aswgdance for interpretinthe regilations on this particular issuélowever, all
oxygenate blenders, raglless of the fye of denaturant used, are subject to the requirements and
prohibitions applicable to downstream parties, as well as the prohibition specified in § 80.385(e).
See8 80.212.1f a blendstock used as a denaturant causes a violation ytlenate blender
would be liable for that violationOxygenate blenders, therefore, maigh to obtain information
regarding the sulfur content of anylendstock used as a denaturant to avoid liahiliger 8
80.385(e).

SMALL REF INERS

1. Question: The sulfur reglations require small refiners to include in their small refiner
application the crude oil capacity their refineries as reported to the Erydrformation
Administration (ER). Foreign refiners, however, do not report to thEMWhat should these
refiners include in their applications seding crude oil capacity

Answer: As indicated in the question, 8§ 80.235(c)(2) provides that a refiner’s small
refiner satus appicaion nmustcontin the btal corporaé crude dicapady of each refieryas
reported to the B. Since foreig refiners do not report their crude oil capatityhe EA, the
small refiner satus appicaion for a foregn refiner nustcontin the btal crude capaty of each
refineryas documented by comparable reputable source, such as a professional publication or
tradejournd. We intend to darify this in afuturerulemaking.

2. Question: Section 80.250 provides the equations to be used in deterrsmalgrefiner
sulfur baselines and baseline volumé&sis section, however, does not address whether
oxygenates added downstream from the refirageyto be included in the calculatiorfsection
80.295 requires such ggenates to be included in calculations for a baseline for eaatijt
generation. Should oygenates added downstream also be included in calculations for a small
refinerybaseline?

Answer: We intended the provisions of § 80.250 for determirarfzgaseline under the
small refiner protam to be consistent with the provisions of § 80.295, since both baselines are
intended to represent current sulfur levels, and @neypased on the same calculatids.
indicated in the question, under § 80.295, @iiner who included oygenates blended



downstream in compliance calculations for 1997-1998 under tkedRE anti-dumping
requlations must include this ggenate in the calculations for sulfur content under 8§ 80.295 for
purposes of establishirgbaseline for earlgredit generation. Consistent with this requirement,
small refiners who included ggenates blended downstream in compliance calculations for
1997-1998 under the R¥Fanti-dumpingegulations must include this ggenate in the baseline
calculations under § 80.25@e intend to clarifythis requirement in a future rulemaking

ALLOTMENTS AND CREDITS

1. Question: In 2003, a refiner has the ability generate Tpe A allotments if his

individual refinerysulfur content is 60 ppm or loweFor a refinerywith a baseline under 120

ppm, a 0.8 factor is applied to calculate allotmefis. 2003, can the refiner specdyportion of

the eligble sulfur reduction as credits instead of allotmenits$o, would the calculation for the

credit portion be the same as the credit calculation in 2000-2002; i.e., without the 0.8 factor used
to calculate alotments?

Answer: The reglations provide refiners, in 2003, with the option éneyate credits in
accordance with the provisions of § 80.305, @ragate allotments (and credits where applicable)
in accordance with the provisions of § 80.2B&e§ 80.275(a).The reglations do not allow a
refiner to gnerate some credits usitfye provisions of 8 80.305 and some allotments/credits
usingthe provisions of § 80.275 in 2008Inder § 80.305, credits arergerated based on the
total volume of gsoline produced at the refinedyringthe annual averagg period. Similarly,
under § 80.275, allotments arengrated based on the total volume agaline produced at the
refineryduringthe annual averagp period. These sections do not provide for credits or
allotments to be calculated based on a portion of a refingayoline production.

2. Question: Foreign refiners who have an approved anti-dumpgfgnerybaseline under

8 80.94, like domestic refiners, are required to fulfill the requirements foriagpdy a sulfur
baseline under § 80.245 or § 80.290, includmsubmission of 1997-1998 batch information as
reported to EPA under the BFanti-dumpingegulations. However, in some cases, a foreig
refiner mayhave an approved baseline under § 80.94, but this baselineotiagve been in

effect until after 1998 As a result, such forengrefiner would not have submitted batch reports
to EPA in 1997-1998How should this foreig refiner complywith the requirements of § 80.245
or § 80.2907?

Answer: To establish a sulfur baseline for purposes of the small refst@ngards or
generating early sulfur aedits, theregulations requirerefiners to submit to EPA sulfur lsdine
data for 1997-1998, includingformation on each batch oégpline produced and the batch
number assiged to the batch for purposes of compliance with th&/RfRti-dumping
requlations. See8§ 80.245(a) and 80.290(cJhe data in the refiner’s sulfur baseline submission
may then beverified by EPA bycompaing it with thedaa submittel to EPA in theefiner's
1997-1998 annual report&oreign refiners who do not have an approved individual baseline for



purposes of compliance with the anti-dumpiagulations are required to follow the procedures
under 88 80.91 throtng80.93 (provisions for establishiag individual anti-dumpingaseline)

to establish the volume and sulfur contentasfaline that was produced at the forergfinery

and imported into the United States durii#97-1998, for purposes of calculatagulfur
baseline under § 80.250 or § 80.2%¢e88 80.250(b), 80.290(d) and 80.410(b)(This is in
addition to the other baseline establishment requirements under § 80.245 and § 80.290.

However, as indicated in the question, a fareigfiner who has an approved individual
anti-dumpingbaseline, but one that did not apfdy purposes of compliance with the anti-
dumpingregulations until after 1998, also would not have submitted annual reports to EPA in
1997-1998.1n such a case, we believe that the faregfinerys baseline mape based on the
gasoline produced at the foreigefineryand imported into the United States during period of
time tha therefinery was subjet to its individud anti-dumpingbasdine. As aresult, theforeign
refiner should submit in the sulfur baseline application under 8§ 80.245 or § 80.290 information
and da& for the gasoline produced ahe refneryand mported into the Unted Sates dumg each
annual averagg period that the refinenywas subject to its individual anti-dumpibgseline.

EPA will evaluate dl of the daa submittel by theforeign reiner in degermining the gppropride
sulfur badine for therefinery. Where we condudetha thedaa submittel reasonably reflects
current sulfur levels, therefinery’s basdine will be deermined based on theaverage sulfur
content of gsoline produced bthe foreig refineryand imported into the United States during
the most recent annual averagperiod in which the foreigrefinerywas subject to its
individual anti-dumpindbaseline.We intend to clarifythis requirement in a future rulemaking

4, Question: Accumulated Tge A allotments enerated in 2003 and 2004 would ohigve
50% of their value as allotments if thase consumed in 2009.ype A allotments can be
converted to credits in 2005 and 200&hat value do the Toe A allotments that weresgerated

in 2003 and 2004 have as credits in 2005 and 2@0&? theybe converted on a 1 to 1 basis, or
do theyhave to be converted to 2005 allotments first (at 50% value) and then be converted to
credis?

Answer: The preamble to the final rule states that allotmesrsmted in 2003 or 2004
which are carried over to 2005 are discounte8@. The discounted allotments m#yen be
used to achieve compliance with the corporate pool agestagdard in 2005 or converted into
credits for compliance with the refineayerag standard in 2005 (or bayd). As a result, where
allotments gnerated in 2003 or 2004 are carried over to 2005 and then converted into credits,
such credits would retain on80% of the value of the oiiigal allotments gnerated in 2003 or
2004. However, if the allotments are converted into credits before loaimged over to 2005,
such credits would not be discounted when #reycarried over, and, therefore, would retain
100% of the value of the oiital allotments.An allotment that is converted into a credit before
beingcarried over to 2005 mdye reconverted into an allotment for use in achiecompliance
with the corporate pool averagn 2005, but the allotment will be discounted 508&e65 R at
6765. We intend to clarifythese requirements in § 80.275 in a future rulemaking



5. Question: Under the GPA provisions, a refiner's annual avei@§A standard is the
lesser of 150 ppm, the refingy1997-1998 sulfur baseline plus 30 ppm, or the lowest agerag
sulfur content for anyear in which the refinergenerated earlgredits or allotments plus 30
ppm. Section 80.310 provides an equation for determinneglit generation in 2004 and
thereafter based on the refinsrgulfur standardHowever, this section does not include the
term “plus 30 ppm” in the GPA standarkk this an error in § 80.3107?

Answer: Theterm “plus 30 ppm’in the GPA stadad was inalvertently omitted in 8
80.310. Under § 80.310, for GPAagoline, the § value in the equation should be the applicable
refineryor importer standard for GPAsgpline established under § 80.216(dnder §

80.216(a), the refinergr importer annual averagulfur standard foragoline produced or

imported for use in the GPA is the lesser of 150 ppm or the reBr@mrymporter’'s 1997-1998

avera@ sulfur level, calculated in accordance with § 80.295, plus 30 ppm (§ 80.216(a)(1)) ; or, in
the case of ansefinerywhose actual annual sulfur aveeadpcreases to a level lower than the
refinerys annual averagsulfur standard for GPAagpoline established under § 80.216(a)(1)
duringthe period 2000 throig2003, the lowest averagulfur content for anyear in which the
refinerygenerated allotments or credits, plus 30 ppm, not teea 150 ppm (8§ 80.216(a)(2)).

We intend to orrect this in afuturerulemaking.

6. Question: The regllations at § 80.205 require the annual refir@rimporter averagor
corporate pool averagcalculations to be conducted to two decimal platksvever, the
regulations at 88 80.250 and 80.295 for calculaargplfur baseline for purposes of determining
small refinerystandards andegeratingearlycredits do not have a similar requiremeghould

the sulfur baseline submissions be rounded to the nearest ppm or conducted to two decimal
places as required for calculatitige annual averagsulfur level under § 80.205?

Answer: We intended the provisions for calculatiagsulfur baseline under 88§ 80.250
and 80.295 to be consistent with the provisions for calcul#tiegefineryor importer annual
avera@ sulfur level under 8§ 80.205, includitite requirement to conduct the calculations to two
decimal placesAs a result, we intend to modi§8 80.250 and 80.295 in a future rulemakimg
require baseline calculations to be conducted to two decimal plsces, however, that credits
under the sulfur pragm are in “ppm-gllons.” 8§ 80.305(c).We interpret § 80.305(c) to require
credits to be rounded to the nearest p@aieg. Therefore, in calculatingulfur credits usinghe
equation in 8 80.305(a), the refiner should use the refsiswfur baseline value established
under § 80.250 or § 80.295, conducted to two decimal places, and the refcaugl annual
avera@ sulfur level calculated under 8§ 80.205, conducted to two decimal plaoes.the sulfur
credits are calculated, the refiner should round the credits to the nearesilfpm-g

SAMPLING AND TESTING

1. Question: In a recent Questions and Answers documen, iB®icated that, under the
sulfur regilations at § 80.330, a refiner who produces conventi@salige usingn-line



blendingequipment cannot participate in the eargdit progam unless the refiner obtains an in-
line blendingwaiver under 8 80.65(f)(4) to address sulfur sampding analgis. See“Gasolne
Sulfur Rule Questions and AnswerdgPA420-F00-018 (May2000) (Samplingind Testing
Question 6).We believe this requirement is unjustified, since there are no downstream sulfur
standards prior toaduaryl, 2004, and earlgredits are based on an annual sulfur awersgl|
EPA onside modifying theregulations to #low in-line blende's to gnerate early credits

without obtainingan in-line blendingvaiver?

Answer: The current regjations at 8 80.330(a)(1) require a refiner to collect a
representative sample from each batchasbine produced and test each sample to determine its
sulfur content prior to theagoline leavinghe refinery The requirements in § 80.330(a)(1)
applybegnningon Bnuaryl, 2004, or duaryl of the first yar of credit or allotment
generation, whichever is earlieGection 80.330(a)(4) provides arception to the requirement
in 8 80.330(a)(1) thatagoline be tested prior to leavitige refineryfor parties who use
computer-controlled in-line blendirgguipment and are unable to obtain test results prior to the
gasoline leavinghe refinery Such refiners magneet the testingequirement under the terms of
an in-line blendingvaiver ganted under 8§ 80.65(f)(4)I'herefore, as discussed in the MO0
Questions and Answers document, under the current sulfulatiens, refiners who produce
gasoline usingn-line blendingequipment and who are unable to obtain test results prior to the
gasoline leavinghe refinerymust have an in-line blendivgaiver under 8§ 80.65(f)(4) in order to
generate earlgredits in 2000-2003This also applies to earbtlotment gneration in 2003.

Under the RE regulations, refiners who produce BFyin-line blendingare required to obtain
a waiver under § 80.65(f)(4However, refiners who produce conventionagaline byin-line
blendingare not required to obtain a waiver under § 80.65(f){4e current sulfur ragations
would require these conventionaisgline refiners to applior and receive a waiver under 8
80.65(f)(4) in order to gnerate earlgredits or allotments.

Upon consideration of the comments we have received, we believe that the requirement
under 8§ 80.330(a)(4) to obtain an in-blendivgver, in regrd to both RIE and conventional
gasoline, is unnecessafgr purposes of gneratingearlycredits or allotmentsThe waiver
requirement was intended to ensure that batches producedrubimggblendingequipment have
known sulfur levels at the time of shipme&ince earlycredit or allotment gneration is based
on the refiners annual averagsulfur level, credits and allotments are not calculated until the
end of the annual averiag period, after the test results for all batches produced dilmeng
averagng period are obtainedlherefore, it is unnecessduyr refiners to obtain test data prior to
the gasoline leavinghe refinery Moreover, as indicated in the question, there are noglkrg
sulfur standards prior taduaryl, 2004, which would necessitate knowthg sulfur content of
the gasoline prior to its leavinghe refinery As a result, we intend to modi§/80.330 in a future
rulemakingto provide that refiners, includintgose who produceagoline usingcomputer-
controlled in-line blendingquipment, are not required to obtain test results prior tcaodiie
leavingthe refineryin order to gnerate earlgredits in 2000-2003 or earylotments in 2003.
In-line blenders, therefore, would not be required to obtain an in-line blewdingr under 8
80.65(f)(4) for purposes ofegeratingearlycredits or earhallotments.However, this does not



relieve refiners from meetintpe requirements under § 80.330 to obtain a representative sample
of each batch ofagoline producedln the case of in-line blenders who do not obtain a sample of
each batch from a storagank, the samplingnethod must conform to the methodolagt forth

in ASTM D 4177-95, as required in 8 80.330(b)(R).the case of in-line blenders who do obtain
their batch samples from a stoeagnk, the samplinfipr such samples must conform to the
appropriate methodolggpecified in § 80.330(b)(1)We also intend to clarifyhe requirements

for in-line blenders bagningin January2004 in a future rulemaking

2. Question: Do the provisions of § 80.330(a)(3) appiyrefiners who produce
conventional gsoline usingn-line blendingequipment?

Answer: Yes. Section 80.330(a)(3) provides that, prior éouaryl, 2004, for purposes
of meeting thesanpling and testing requirements of thesulfur rule any refiner may, prior to
analysis, combine samples obspline from more than one batch @kgline or blendstock and
treat such composite sample as one batclasaflige or blendstock pursuant to the requirements
of § 80.101(i)(2). The provisions of § 80.330(a)(3) appyall refiners of conventionabkgoline,
includingthose who produceagoline usingn-line blendingequipment.

3. Question: Are refiners of conventionabgoline who composite samples under 8
80.330(a)(3) required to use the samplimgthods in § 80.330(b)?

Answer: Yes. Section 80.330(b), which requires the use of the sampigthods
provided in 88 80.330(b)(1) and (b)(2), applies to all samples taken for purposes oficgmply
with the provisions of 8§ 80.330(a), includi8dg0.330(a)(3).

4. Question: Section 80.335 describes the sample retention requirements for refiners or
importers. However, this section does not indicate how reformulaésdlme blendstock for
oxygenate blendingRBOB) samples should be considere&thould a refiner retain neat RB
samples or handblend samples (PBblended with ethanol)?

Answer: Section 80.69(a)(2) of the Rregilations requires refiners to conduct testing
on RBOB by addingthe specified e and amount of ggenate to a representative sample of the
RBOB and deermining the propeties and dharacteristics of theresultinggasoline(i.e.,, a
“handblend”). Section 80.335(a) requires refiners to collect a representative portion of each
sample anabed and retain sample portions as specified in 8 80.335(a)(2).

We interpret 8§ 80.335(a) to require refiners to retain sampléseoRBOB batches and
samples of the ethanol used to conduct the handblend testingr than samples of the actual
handblend.Refiners, therefore, are not required to create additional volumes of the handblend
samples for purposes of fulfillindgpe sample retention requirements of 8 80.38% believe that
havingthe RBOB and accomparmgg ethanol samples available to EPA will allow EPA to
determine whether the refiner’'s handblend testrag properlyconducted.We intend to clarify
this sanpling and reention requirement for RBOB in afuturerulemaking.





